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NATIONAL  FLOOD  INSURANCE 
PROGRAM 

Tentative  Draft  Agreement  Between  NFIA 
and  the  Federal  Insurance  Administration 

The  Department  hereby  publishes  for 
public  comment  a  form  of  draft  tenta¬ 
tive  agreement  negotiated  between  the 
Department  and  the  National  Flood  In¬ 
surers  Association  (NFIA) .  The  relation¬ 
ship  between  the  Department  and  NFIA 
is  governed  by  the  National  Flood  In¬ 
surance  Act  of  1968  (Pub.  L.  90-448) 
and  the  Flood  Disaster  Protection  Act  of 
1973  (Pub.  L.  93-234) ,  as  amended,  which 
established  the  National  Flood  Insurance 
Program. 

Pursuant  to  the  National  Flood  In¬ 
surance  Act  of  1968,  the  Department  and 
NFIA,  on  June  6,  1969,  entered  into  an 
agreement  which  has  b^n  amended  sev¬ 
eral  times  and  is  currently  in  effect. 
Should  the  draft  tentative  agreement 
published  herewith  be  finalized  and  ex¬ 
ecuted,  it  would  replace  the  current 
agreement. 

The  form  of  agreement  published  for 
comment  is  a  draft  tentative  agreement 
which  has  been  negotiated  between  the 
Department  and  NFTA  during  the  past 
five  months.  While  the  Department  and 
NFTA  have  reached  tentative  agreement, 
subject  to  public  comment,  on  the  pro¬ 
visions  of  the  draft  agreement,  the  De¬ 
partment  and  NFTA  are  each  free  to  re¬ 
negotiate  all  provisions  of  the  draft 
agreement. 

A  major  outstanding  issue  as  to  which 
the  Department  and  NFTA  did  not  reach 
tentative  agreement  ccmcems  the  effect 
of  regulations  and  other  directives  issued 
by  the  Administrator  on  the  obligations 
undertaken  by  NFIA  imder  the  Agree- 
ment. 

HDD’s  position  throughout  the  course 
of  these  negotiations  has  been  that  the 
8ecret8U7  has  such  regulatory  authority 
over  the  Instance  component* of  the 
program  and  NFTA  as  Is  necessary  to  pro¬ 
vide  continuing  Involvement  In  and 
supervision  of  NFTA.  HUD  maintains 
that,  when  agreement  on  an  Issue  can¬ 
not  be  reached  through  consultation  be¬ 
tween  the  parties,  final  resolution  rests 
with  the  Secretary,  and  the  Secretary 
cannot  enter  into  a  contract  under  which 
the  Secretary  would  volimtarily  agree  to 
contract  away  the  powers  of  Govern¬ 
ment. 

On  the  other  hand,  NFTA’s  position  In 
the  negotiations  has  been  that,  while  it 
recognizes  that  the  Secretary  has  over¬ 
sight  responsibilities  under  ^e  Act.  the 
relationship  between  NFTA  and  the  Sec¬ 
retary  is  contractual  in  nature  and  the 
Secretary  may  not  issue  regulations  or 
directives  which  imllaterally  amend  that 
contractual  relationship  or  impose  extra- 
contractual  obligations  on  NFTA. 

In  the  Department’s  view,  the  term 
"operational  responsibilities”  used  with 
reference  to  NFTA  in  several  articles,  but 
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not  defined  in  the  draft  agreement, 
would  have  to  be  clearly  defined  in  a 
final  agreement  to  conform  to  the  resolu- 
ti(xi  of  this  issue.  The  Department  be¬ 
lieves  that  ttie  term  should  be  defined 
to  refer  only  to  the  fimctional  aspects  of 
the  Insurance  ccxnponent,  such  as  the 
Issuing  of  the  policies,  collecting  and  ac- 
coimting  for  the  premiiuns,  investigating 
and  passing  claims,  and  similar  functions. 
NFTA  maintains  that  such  a  characteri¬ 
zation  reduces  NFTA  to  the  status  of  a 
mere  fiscal  agent  and  that  the  Act  con¬ 
templates  a  partnership  arrangement  be¬ 
tween  the  government  and  the  industry. 

HUD  and  NFTA  have  not  reached  ten¬ 
tative  agreement  on  contract  provisions 
which  would  satisfactorily  resolve  this 
issue. 

There  are  some  additional,  and  major. 
Issues  still  being  negotiated  by  the  parties 
which  have  not  yet  resulted  in  tentative 
agreement.  As  noted  in  the  draft  tenta¬ 
tive  agreement,  provisions  are  not  in¬ 
cluded  regarding  contracting  require¬ 
ments  applicable  to  NFIA  with  respect 
to  operation  of  the  Computer  System. 
Whether  the  operation  of  the  Computer 
System  will  be  contracted  out,  and  if  so, 
what  method  of  contracting  will  be  used, 
are  matters  as  to  which  the  parties  have 
not  reached  tentative  agreement.  The 
Department’s  positlcm  is  that  the  Com¬ 
puter  System  should  be  operated  by  an 
independent  firm  rather  than  by  NFTA 
to  assure  transferability  of  the  Computer 
System  to  HUD  or  HDD’s  designee  at 
all  times.  NFTA  is  of  the  view  that  the 
agreement  between  the  Department  and 
NFTA  should  not  require  NFTA  to  enter 
into  such  a  contract,  but  should  leave 
such  determination  to  NFTA  as  a  matter 
of  business  Judgment,  and  that  trans¬ 
ferability  of  the  Computer  System  can 
be  assured  without  ccmtracting  the  sys¬ 
tem  out  to  a  third  party.  Public  com¬ 
ment  is  invited  on  this  issue. 

Interested  persons  are  invited  to  com¬ 
ment  on  the  draft  tentative  agreement  by 
submitting  their  comments  to  the  Rules 
Docket  Clerk,  Office  of  the  Secretary, 
Room  10141,  Department  of  Housing  and 
Urban  Development,  451  7st  Street,  SW., 
Washington,  D.C.  20410.  Comments  re¬ 
ceived  on  or  before  February  28,  1977 
will  be  considered. 

The  draft  agreement  is  set  forth  here- 
incffter. 

(42  n.S.C.  3635(d) .) 

Issued  at  Washington,  D.C.,  Janu¬ 
ary  19, 1977. 

J.  Robert  Hunter, 

Acting  Federal  Insurance 
Administrator. 

Approved: 

John  B.  Rhinelander, 

Under  Secretary  of  Housing  and 
Urban  Development. 

Tentativk  Draft  Agreement  Between 
NFIA  AND  THE  Administration 
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Agreement 

This  Agreement  dated  _ _  by 

and  between  the  National  Flood  Insur¬ 
ers  Association,  an  unincorporated  as¬ 
sociation  of  insurers  (hereinafter  re¬ 
ferred  to  as  “NFTA”)  with  its  headquar¬ 
ters  at  1755  S.  Jefferson  Davis  Highway, 
Arlington,  Virginia,  and  the  Department ' 
of  Housing  and  Urban  Development  of 
the  United  States  Government  (herein¬ 
after  referred  to  as  the  “Adminis¬ 
trator”)  ; 

Whereas  the  Department  of  Housing 
and  Urban  Development  Is  authorized  by 
the  National  Flood  Insurance  Act  of 
1968,  as  amended,  and  the  Flood  Disaster 
Proteciton  Act  of  1973,  as  amended,  both 
of  which  are  codified  at  42  U.S.C.  4001 
et  seg.  (hereinafter  referred  to  as  “the 
Act”) ,  to  establish  and  carry  out  a  Na¬ 
tional  Flood  Insurance  Program  to  be 
made  available  throughout  the  Nation 
for  the  protection  of  property  owners; 
and 

Whereas  the  Secretary  of  the  Depart¬ 
ment  of  Housing  and  Urban  Develop¬ 
ment  has  delegated  the  authority  to 
establish  and  operate  such  program 
under  the  Act  to  the  Federal  Insurance 
Administrator;  and 
Whereas  the  Administrator  desires  to 
enter  into  a  revised  agreement  with 
NFTA  pursuant  to  42  U.S.C.  4051-4056, 
tmder  which  NFTA  will  carry  out  the 
operation  of  certain  aspects  of  the  Na¬ 
tional  Flood  Insurance  Program  and  un¬ 
der  which  the  relationship  between  the 
Administrator  and  NFTA,  and  the  re¬ 
spective  obligations -of  each,  will  be  set 
forth;  and 

Whereas  NFTA  has .  been  formed  to 
constitute  a  pool  of  insurers  In  order  to 
participate  in  the  National  Flood  Insur¬ 
ance  Program  and  desires  to  enter  into 
an  agre^nent  with  the  Administrator; 

Now,  therefore,  the  parties  agree  as 
follows: 

Article  I.  Contractual  responsibilities 
of  the  parties. 

A.  General.  This  Agrement  is  entered 
into  between  NFIA  and  the  Adminisha- 
tor  imder  Part  A  of  the  Act. 
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B.  Contractual  Responsibility  of 
NFIA.  NFIA  agrees,  by  the  terms  of  this 
Agreement,  to  provide  a  continuous  pro¬ 
gram  of  flood  insurance  coverage  au¬ 
thorized  under  Chapter  I  of  the  Act,  said 
to  assmne,  as  provided  specifically  in 
Article  IV  of  this  Agreement,  a  reason¬ 
able  proportion  of  the  financial  respon¬ 
sibility  for  payment  of  operating  costs, 
losses,  and  loss  adjustment  expenses  in¬ 
curred  in  the  operation  of  the  National 
Flood  Insurance  Program.  In  carrying 
out  its  operational  and  financial  respon¬ 
sibilities  under  this  Agreement  NFIA 
shall  fulfill  the  following  obligations 
and  functions: 

1.  Provision  of  risk  capital  and  par¬ 
ticipation  in  risk  of  loss  as  set  forth  in 
Article  rv. 

2.  Issuance  and  servicing  of  flood  in¬ 
surance  policies  as  provided  in  Article 
m. 

3.  Adjustment  and  payment  of  claims 
as  provided  in  Article  VI. 

4.  Letting,  administration,  and  termi¬ 
nation  of  contracts  as  provided  in  Article 

vm. 

5.  Distribution  of  flood  insurance  maps 
to  persons  who  request  such  maps. 

c.  Contractual  Responsibility  of  the 
Administrator.  1.  Financial  Assistance. 
■nie  Administrator  shall  provide  to  NFIA 
program  pasonents,  reinsurance  coverage, 
and  operating  allowances  as  set  forth  in 
Article  IV. 

3.  Notice  and  Consultation.  TTie  Ad¬ 
ministrator  shall  provide  NFIA  the  ad¬ 
vance  notice  and  shall  engage  in  the  con¬ 
sultation  provided  for  in  Article  V. 

4.  Designation  of  Communities.  For  all 
communities  presently  participating  in 
the  program  and  for  all  communities 
which  shall,  in  the  future,  participate  in 
the  program,  the  Administrator  shall  in¬ 
dicate  to  NFIA  whether  the  insurance 
policies  shall  be  issued  pursuant  to  the 
regular  program  or  emergency  program 
and  whether  the  community  is  desig¬ 
nated  as  coastal  or  inland. 

5.  Flood  Maps.  The  Administrator 
shall  develop  flood  insurance  maps  and 
issue  NFIA  an  adequate  supply  for  i^ 
distribution. 

Article  n.  Organization  of  NFIA. 

A.  Membership.  1.  General.  NFIA  shall 
keep  its  membership  open  to  all  insurers 
meeting  the  requirements  prescribed  by 
the  Administrator  for  insurance  compa¬ 
nies  and  other  insurers  for  financial  par¬ 
ticipation  and  risk  sharing  in  NFIA.  No 
insurance  company  or  other  insurer 
meeting  the  requirements  so  prescribed 
and  indicating  an  intention  to  partici¬ 
pate  in  the  flood  insurance  program  on  a 
risk -sharing  basis  shall  be  excluded  from 
participation  in  the  pool,  providing  that 
NFIA  may  require  that  no  insurers  de¬ 
siring  such  participation  shall  be  ad¬ 
mitted  to  membership  in  NFIA  for  a  term 
less  than  a  full  accounting  period  or  sub¬ 
sequent  to  the  first  day  of  any  account¬ 
ing  period. 

2.  Changes  in  Membership.  Changes 
in  NFIA’s  membership,  whether  additicms 
or  withdrawals,  shall  not  alter,  amend,  or 
affect  the  provisions  of  this  Agreement. 
NFIA  shall  promptly  advise  the  Admin¬ 


istrator  of  all  additions  to  and  with¬ 
drawals  from  its  membership.  Nothing  in 
this  Agreement  shall  limit  the  right  of 
any  member  of  NFIA  to  reduce  or  termi¬ 
nate  its  financial  participation  or  risk 
sharing  in  NFIA  as  of  the  end  of  any 
accounting  period. 

B.  Amendments  to  NFIA  Constitution 
and  Dissolution  of  NFIA.  NFIA  shall  give 
the  Administrator  at  least  thirty  days’ 
advance  written  notice  of  any  meeting 
of  the  NFIA  Executive  Committee  or 
Membership  called  to  consider  any 
amendment  to  NTTA’s  Constitution  or 
dissolution  of  NFIA. 

C.  NFIA  Committee  Meetings  and  Pub¬ 
lic  Hearings.  1.  NFIA  shall  invite  the  Ad¬ 
ministrator  or  his  representative  to  at¬ 
tend  meetings  of  the  Ex^utive  Commit¬ 
tee  or  subcommittees  thereof  by  giving 
the  Administrator  the  same  notice  of 
meeting  as  is  given  to  the  members  of 
the  Executive  Committee  or  subcommit¬ 
tee. 

2.  NFIA  shall  promptly  notify  the  Ad¬ 
ministrator  in  writing  of  all  actions 
taken  by  the  Executive  Committee  at  its 
meetings.  In  addition,  NFIA  shall  furnish 
the  Administrator  copies  of  written 
agenda  and  formal  minutes  of  meetings 
of  the  Executive  Committee  and  sub¬ 
committees. 

3.  NFIA  and  the  Administrator  shall 
conduct  at  least  annually  a  joint  Public 
Meeting,  at  which  time  members  of  the 
public  may  express  their  views,  opinions, 
and  suggestions  for  the  Program.  Notice 
to  the  public  shall  be  as  determined  by 
the  Administrator  and  NFLA  at  the  time 
of  the  proposed  meetings. 

4.  NFIA  and  the  Administrator  shall 
make  available  to  any  interested  perscm 
who  requests  them  copies  of  all  formal 
actions  taken  by  the  Administrator  and 
NFIA  relating  to  the  Program. 

5.  Nothing  herein  shall  preclude  the 
NFIA  Executive  Committee  or  any  sub¬ 
committee  from  meeting  in  Executive 
Session  for  such  purpo^s  and  at  such 
times  as  it,  in  its  sole  discretion,  deter¬ 
mines  to  be  necessary  or  appropriate. 
NFIA  shall  promptly  notify  the  Admin¬ 
istrator  in  writing  of  all  actions  taken 
at  any  such  meeting,  but  shall  not  be 
required  to  furnish  the  Administrator 
formal  minutes  of  such  meetings. 

Article  m.  Issuance  of  policies. 

A.  Issuance.  1,  NFIA  shall  arrange 
for  the  issuance  of  policies  of  flood  in¬ 
surance  and  renewals  thereof  to  any 
person  or  organization  who  qualifies  for 
such  coverage  in  accordance  with  Regu¬ 
lations  promulgated  by  the  Administra¬ 
tor  pursuant  to  Section  1306(a)  of  the 
Act.  NFIA  shall  have  the  operational  re¬ 
sponsibility  for  the  issuance,  renewal, 
and  other  servicing  of  standard  flood 
insurance  policies,  and  for  the  collection 
and  investment  of  flood  insurance  pre- 
miiuns. 

2.  All  such  poUcies  of  insurance  shall 
conform  with  the  Regulations  prescribed 
by  the  Administrator  and  this  Agree¬ 
ment  and  shall  be  Issued  in  the  form 
prescribed  by  the  Administrator  in  the 
Regulations.  The  amount  of  coverage 
provided  tinder  policies  of  flood  insur- 
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ance  issued  by  NFIA  sliall  not  exceed  the 
dollar  limits  set  forth  in  Section  1306(b) 
of  the  Act. 

3.  PoUcies  of  flood  insurance  shaU  be 
issued  in  consideration  of  such  premiums 
and  in  such  States  or  areas  or  subdivi¬ 
sions  thereof  as  may  be  designated  by 
the  Administrator  pursuant  to  the  Act. 

4.  A  standard  flood  ihsurance  poUcy- 
holder  whose  property  has  been  deter¬ 
mined  not  to  be  in  a  special  hazard  area 
after  a  map  revision  or  a  Letter  of  Map 
Amendment  under  the  Regulations  may 
cancel  the  policy  within  the  current  pol¬ 
icy  year,  provided:  (a)  he  was  required 
to  purchase  or  to  maintain  flood  insur¬ 
ance  coverage,  or  both,  as  a  condition  for 
financial  assistance:  and  (b)  his  prop¬ 
erty  was  located  in  an  identified  special 
flood  hazard  area  as  represented  on  an 
effective  FHBM  or  FIRM  when  the  fi¬ 
nancial  assistance  was  provided.  If  no 
claim  under  the  policy  has  been  paid  or 
is  pending,  NFIA  shaU  refund  the  fuU 
gross  premium,  including  any  agents 
commissions  paid  by  the  insured,  for 
the  current  policy  year,  and  for  an  ad¬ 
ditional  policy  year  where  the  insured 
had  been  required  to  renew  the  policy 
during  the  period  when  a  revised  map 
was  being  reprinted.  If  NFIA  refunds  a 
premium  pursuant  to  this  subparagraph, 
the  Administrator  shall  reimburse  NFIA 
for  the  full  amount  of  the  refunded 
agents  commission,  and  NFIA  shall  allow 
the  agent  to  retain  his  commission  as 
fully  earned. 

B.  Agreement  Not  to  Compete.  In  an 
area  in  which  the  Administrator  author¬ 
izes  the  offering  of  flood  insurance  under 
this  Agreement,  and  subject  to  the  cov¬ 
erage  limits  specified  in  the  Act,  all  flood 
insurance  offered  by  NFIA  or  any  mem¬ 
ber  or  non-member  company  authorized 
to  write  under  this  program  shall  be 
written  under  this  Agreement  and  in 
accordance  with  the  terms  of  this  Agree¬ 
ment.  The  Administrator  shall  prescribe 
provisicHis  in  the  Regulations  setting 
forth  this  requirement  as  a  condition  of 
insurance  company  participation  in  the 
National  Flood  Insurance  Program,  but 
such  restrictions  shall  not  be  ccMistrued 
to  apply  to  flood  insurance  written  spe¬ 
cifically  as  excess  coverage  above  the 
program  limits  set  forth  in  the  Act. 

Article  IV — ^Financial  provisions. 

A.  Definitions.  The  following  terms  as 
used  in  this  Article  shall  have  the  mean¬ 
ing  ascribed  below: 

1.  Accounting  Period  means  any  an¬ 
nual  period  during  which  this  Agreement 
is  in  effect. 

2.  Operating  Costs  means  all  costs  for 
the  accounting  period  incurred  in  the  of¬ 
fering,  selling  and  servicing  of  policies  of 
flood  insurance  including  administra¬ 
tive  costs  of  the  Association,  loss  adjust¬ 
ment  expenses,  producers  ccmmissions, 
state  premium  taxes  and  similar  charges 
and  reinsurance  premiums  as  defined 
imder  Paragraph  D.7.  of  Article  IV  but 
shall  not  Include  any  amount  for  oper¬ 
ating  allowances. 

3.  Incurred  Losses  means  the  aggre¬ 
gate  of  all  losses  on  proved  and  approved 
claims  incurred  imder  all  policies  with 
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an  effective  date  during  the  accounting 
j)eriod. 

4.  Participation  Year  means  all  policy 
periods  for  all  policies  wltii  effective 
dates  during  the  accounting  period. 

5.  Investment  Income  means  Interest 
earned  during  the  accounting  period  on 
NPIA  investments. 

6.  Shareable  Operating  Costs  means 
operating  costs  less  producers  commis¬ 
sions,  state  premium  taxes  and  reinsur¬ 
ance  premium  payments. 

7.  Policyholder  Premiums  means  the 
aggregate  of  all  flood  Insurance  pre¬ 
miums  paid  or  payable  by  Insureds  for 
flood  Insurance. 

8.  Policyholder  Earned  Premiiuns 
means  the  aggregate  of  flood  Insurance 
premiums  paid  or  passable  by  insureds  for 
flood  insurance  for  policy  periods  which 
have  explred- 

9.  C^ieraUng  Allowance  means  the 
amount  the  Association  shall  retain  In 
accordance  with  Paragraph  D.4,  DA  of 
Article  IV. 

10.  Risk  C{4>ital  means  the  amount  of 
funds  NFIA  m^ber  companies  shall  put 
at  risk  to  pay  for  NFIA  negative  operat¬ 
ing  balance  for  a  participation  year  as 
determined  In  Paragraph  D.6  of  Article 
IV. 

11.  Loss  Adjustment  Expenses  means 
an  expenses  incurred  In  the  settlonent  of 
flood  Insurance  Incurred  losses. 

12.  Negative  Operating  Balance  Re¬ 
duced  by  Loss  Reinsurance  Payments 
means  the  amount  the  NFIA  pays  the 
Administrator  frcun  members’  risk  capi¬ 
tal  as  the  result  of  the  final  adjustment 
of  a  participation  year. 

B.  C(Mection  and  Investment  of  Pol- 
icyhoider  Premiums.  1.  NFIA  shall  have 
the  operatianal  responslbiltty  for  the  col¬ 
lection  and  Interim  Investment  of  pre¬ 
miums  paid  by  poUc^olders. 

2.  Until  a  final  adjustment  is  made  by 
NFIA  and  the  Administrator  for  the  Par- 
tlclpatlon  Tear  as  provided  In  paragraph 
F  b^w,  policyholder  premiums  collected 
by  NFIA  during  such  participation  year 
except  for  those  amounts  necessarily  on 
hand  for  daily  operations  shall  be  In¬ 
vested  in  obligations  of  or  fully  guaran¬ 
teed  by  the  United  States  or  any  agency 
or  Instrumentality  thereof. 

C.  Program  Payments.  1.  During  an 
Accounting  Period.  NFIA  shall  pay  ofter- 
aUng  costs  and  make  incurred  loss  pay¬ 
ments  from  policyholder  premiiuns  col¬ 
lected  and  premium  Investment  Income, 
to  the  extent  such  sources  are  adequate 
for  such  purposes. 

2.  In  recognition  that  policyholder  pre¬ 
miums  and  Investment  Income  will  be 
from  time  to  time  insufficient  to  cover 
<H>erating  costs  and  Incurred  losses  imder 
the  Program,  the  Administrator  shall 
issue  a  Letter  of  Credit  and  Amendments 
thereto  against  which  NFIA  may  draw  to 
meet  operating  costs  and  Incurred  losses 
under  the  Program.  The  piuix>se  of  this 
procedure  is  to  keep  NFIA  in  a  positive 
operathig  balance  with  respect  to  operat¬ 
ing  costs  and  Incurred  losses  under  the 
Program  in  order  to  make  flood  insurance 
available  imder  reasonable  terms  and 
conditions  to  the  public. 


NFIA  will  be  authorized  to  make  daily 
or  other  periodic  drawdowns  against  the 
Letter  of  Credit  for  the  following  pur¬ 
poses; 

(i)  Payment  of  operating  costs  incur¬ 
red  by  NFIA; 

(il)  Payment  of  incurred  flood  insur¬ 
ance  losses; 

(ill)  Pasunent  of  expenses  Incurred  by 
NFIA  other  than  (1)  and  (il)  pursuant  to 
separate  agreonents  which  are  deemed 
reasonable  by  the  Administrator  and  the 
Associatlcm. 

Comment:  Procedures  for  the  Letter  of 
Credit  remain  to  be  established.  Letter 
of  Credit  Procedures  shall  not  be  used  for 
dispute  resolutions. 

D.  Determination  of  NFlA’s  Profit  or 
Loss.  1.  In  recognition  of  the  principle 
that  the  risk  of  the  National  Rood  In¬ 
surance  Program  shaU  be  shared  by  the 

ft  n— 1 

»=i 


insurance  industry  and  the  Federal  Ctoy- 
erment,  NFIA’s  profit  or  loss  lor  a  partic¬ 
ular  participation  year  shall  be  deter¬ 
mined  by  taking  the  sum  of  (1)  the  Fed¬ 
eral  share  of  claims  pa3mients  plus  share¬ 
able  (derating  costs  (such  share  to  be 
determined  In  accordance  with  the 
“Balancing  Formula”  set  forth  in  para¬ 
graph  D.2  below) ,  and  (11)  earned  policy¬ 
holder  Itanium  ascribed  to  such  partic¬ 
ipation  year,  and  (ill)  Investment  in- 
c(Hne  earned  by  NFIA  during  the  first 
twelve  months  of  such  participation  year 
and  subtracting  frmn  such  sum  incurred 
losses  and  operating  costs  for  such  par¬ 
ticipation  year. 

2.  The  “balancing  formula”  used  to 
calculate  NFIA’s  share  of  Incurred  losses 
and  shareable  operating  costs  for  the 
participation  year  being  settled  is  as 
follows: 

CJ+S  /.-(SXD.) 

~  1=1 


R.=NF1A’»  Sliariug  Ratio  in  participation  year  n 
1—Rs= Administrator’s  Sharing  Ratio  In  pa^cipation  year  n 

Ai—Partidpatim  year  eamad  polltybolder  prainiinn  1^  premium  taxes  and  slniiiar  ciiarges,  prodooers  cominis- 
dona,  rdnsuraiMe  pramlitins  hoped  lor  onderwilting  profit  of  5%  of  poHcybolder  premluna 
Bi»Total  aetnal  incurred  losses  and  fiuureable  operating  costa  for  a  participatiMi  year  !«■  reinsuraaco  iHemium 
(estimated  ultimate  payments)  ^ 

Ci=NriA’s  actual  mro  (d  Ineurred  losses  and  shareablo  operating  oosta  (estimated  ultimate  payment)  for  a  par¬ 
ticipation  year 

Ii=Nst  iuTSstment  income  earned  during  the  first  12  months  of  a  participation  year 
8=.20 

D.=Poticyholder  premium  In  participation  year  n 
Limits: 

(a)  (f?h.-i)  +  .10>i?,^(/?i.-,i-.15) 

(b)  .95^B«^.05 

(c)  S  (A-Ci)<.75/),., 

1=1 

Symbols; 
n=  Current  year 
n— l=Prevlous  year 

i=l=the  1st  year  of  the  National  Flood  lusuraiice  Program 


3.  If  for  the  participation  year  being 
settled,  using  the  ocunputation  referred 
to  in  Paragraph  D.I.,  NFIA  has  a  nega¬ 
tive  operating  balance  in  excess  of  (i)  25 
percent  (25%)  of  policyholder  pre¬ 
miums  for  such  participation  year,  or 
(il)  125  percent  (125%)  of  the  Triist 
and  Liability  Account  as  determined  at 
the  settlement  of  the  prior  participation 
year,  whichever  is  greater,  the  Adminis¬ 
trator  shall  pay  the  amount  of  such  ex¬ 
cess  to  NFIA  as  excess  loss  reinsurance 
payments. 

4.  (a)  If  for  the  participation  year 
being  settled,^  using  the  computation  re¬ 
ferred  to  in  Paragrai^  D.I.,  NFIA  has  a 
positive  (operating  balance  It  may  retain 
out  of  such  balance  as  an  operating  al¬ 
lowance,  for  such  uses  as  its  Constitu- 
ti(m  may  permit,  an  amount  not  to  ex¬ 
ceed  five  percent  (5%)  of  the  policyhold¬ 
er  premiums  for  that  participation  year. 
If  for  the  participation  year  being  set¬ 
tled,  NFIA  does  n^  have  a  positive  oper¬ 
ating  balance  sufficient  to  retain  an 
operating  allowance  equal  to  five  per¬ 
cent  (5%)  of  the  policyholder  premiums 
for  that  participation  year,  the  Admin¬ 
istrator  shall  pay  to  NFIA  from  the  Trust 


and  Liability  Account  an  amount  not 
exceeding  the  balance  of  such  account, 
sufficient  to  iHX>vlde  NFIA  an  operating 
allowance  equal  to  five  percent  (5%)  of 
policyholder  premiums  for  such  period. 

(b)  The  amount,  if  any,  which 
NFIA’s  operating  balance  for  the  par¬ 
ticipation  year  exceeds  five  percent  (5% ) 
of  policyholder  premiums  shall  be  p^d 
to  the  Administrator  to  be  held  in  the 
Trust  and  Liahillty  Account  for  the  uses 
set  forth  below. 

5.  If  for  the  participation  year  being 
settled.  NFIA  has  a  negative  (grating 
balance,  using  the  computatlim  referred 
to  in  Paragriqih  D.l.  reduced  the  loss 
reinsurance  payments  computed  in 
Paragraph  D.3.  which  Is  less  than  or 
equal  to  the  Trust  and  Liability  Ac¬ 
count,  the  Administrator  shall  pay  to 
NFIA  from  the  Trust  and  Liability  Ac¬ 
count  an  amount  equal  to  such  reduced 
negative  operating  balance.  If,  after  the 
pa3mient  of  such  amount,  there  rmnalns 
a  positive  balance  in  the  Trust  and  Lia¬ 
bility  Account,  NFIA  shall  be  paid  there¬ 
from  an  operating  aflowanee  equal  to 
the  lesser  of  (D  five  percent  (5%)  of 
policyhedder  premiums  for  sod)  par- 
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ticipation  year,  or  (ii)  the  balance  in  the 
Trust  and  liability  Account,  to  be  used 
as  NFIA’s  Constitution  may  permit. 

6.  If  for  the  paxticipaticm  year  being 
settled,  NFIA  has  a  negative  (H>erating 
balance,  using  the  computaticm  referred 
to  in  Paragit^h  D.l.  reduced  by  the  loss 
reinsurance  i>ayments  compute  under 
Paragraph  D.3.,  which  is  more  than  the 
Trust  and  liability  Accoimt,  the  Admin¬ 
istrator  shall  pay  to  NFIA  the  balance  in 
the  Trust  and  liability  Account. 

7.  For  the  Loss  Reinsurance  referred 
to  in  paragraph  D.3.  above,  NFIA  shall 
pay  to  the  Administrator  a  reinsurance 
premium  in  an  amount  and  in  the  man¬ 
ner  as  follows: 

(a)  The  reinsuramce  premium  shall  be 
an  amount  equal  to  the  sum  of : 

(i)  Fbur  and  one-tenth  per  centiun 
(4.1%)  of  the  policyholder  premiums  for 
flood  Insurance  in  areas  designated  by 
the  Administrator  as  areas  subject  to 
inland  flooding; 

(il)  Eighteen  and  three-tenths  per 
centum  (18.3%)  of  the  policyholder 
premiums  for  flood  insurance  provided 
in  areas  designated  by  the  Administra¬ 
tor  as  subject  to  coastal  flooding. 

(b)  Premiums  for  reinsurance  against 
excess  flood  losses  for  each  accoimting 
period  shall  be  paid  in  quarterly  install¬ 
ments  which  shall  be  due  thirty  days 
after  each  quarter,  or  NFIA  may,  at  its 
option,  credit  the  reiosurance  premiums 
due  against  the  program  payments  re¬ 
quested  of  the  Administrator  by  NFIA 
pursuant  to  paragraph  C  of  this  Article. 

(c)  Each  such  quarterly  installment 
^all  be  an  amoimt  equal  to  a  percentage 
of  all  policyholder  premiums  for  such 
quarter,  which  percentage  flgure  shall  be 
determined  by  dividing  reinsurance 
premiums  paid  by  NFIA  in  the  preceding 
accoimting  period  by  total  policyholder 
premiums  for  the  same  period.  The 
premiums  paid  in  quarterly  installments 
shall  be  provisional  only  and,  in  accord¬ 
ance  with  the  provisions  of  paragraph 
7(a)  above,  shall  be  adjusted  at  the  ccm- 
clusion  of  the  participation  year. 

E.  Trust  and  Liability  Account.  1. 
Funds  in  the  Trust  and  Liability  Accoimt 
are  held  by  the  Administrator  as  though 
in  trust  solely  for  the  purposes  of  meet¬ 
ing  NFIA’s  share  of  curating  costs,  in¬ 
curred  losses  and  operating  allowances 
as  determined  in  paragraphs  D.4.,  D.5., 
and  D.6.  above  and  for  making  payment 
to  the  Administrator  as  provided  in 
paragraph  E.2.  below.  Until  paid  out  for 
such  purposes  any  such  funds  invested 
shall  be  invested  only  in  obligations  of  or 
fully  guaranteed  by  the  United  States  or 
any  agency  or  instrumentality  thereof. 
The  income  from  such  investments  shall 
be  available  for  the  same  purposes  as  the 
principal  thereof,  and  for  no  other  pur- 
p>ose.  Funds  shall  be  held  in  the  lYust 
and  Liability  Account  in  accordance 
with  applicable  law.  The  Administrator 
shall  guarantee  payments  to  NFIA  from 
such  account  under  paragraphs  D.5..  and 
D.6.  mentioned  above.  Any  such  funds 
remaining  at  the  termination  of  this 
Agreement  (including  any  renewal 
thereof)  shall,  after  the  payment  of  all 
obligations  incurred  for  the  most  recent 


participation  year,  be  paid  into  the  Na 
tional  Flood  Insuitmce  Fund.  The  Ad¬ 
ministrator  shall  report  annually  to 
NFIA  the  balance  held  in  trust,  including 
the  interest  earned  on  such  amounts. 

2.  In  the  event  that  the  balance  in  the 
Trust  and  Liability  Account,  after  com¬ 
plete  adjustment  of  a  participatimi  year 
as  provided  for  below  in  this  article,  ex¬ 
ceeds  75  per  cent  of  the  participation 
year’s  pojteyholders  proniums,  such  ex¬ 
cess  shaulie  paid  out  of  the  Trust  and 
Liability  Account  into  the  National  Flood 
Insurance  Fund,  to  be  used  by  the  Ad¬ 
ministrator,  at  his  discretion,  for  such 
purposes  as  are  authorized  therefore  in 
the  Act. 

F.  Final  Adjustment  for  Participation 
Year.  1.  Not  later  than  6  mont^  after 
the  end  of  a  participation  year,  NFIA  and 
the  Administrator  shall  make  a  final  ad¬ 
justment  of  accounts  for  such  participa¬ 
tion  year  by  using  the  Balancing  For¬ 
mula  and  making  the  cc»nputations  and 
payments  provided  for  in  paragraidi  D  of 
this  Article,  and  excluding  any  operating 
costs  and  incurred  losses  finally  deter¬ 
mined  not  to  be  shareable  under  para¬ 
graph  J  below. 

2.  For  purposes  of  this  paragraph  F, 
payments  made  by  NFIA  pursuant  to  set¬ 
tlements  made  and  loss  adjustment  ex¬ 
penses  incurred  by  NFIA  under  para- 
grai^  A  of  Article  VI  shall,  subject  to 
audit,  be  binding  on  the  Administrate. 

G.  Risk  Capital.  NFIA  shall  provide  a 
minimum  oS  $48  million  in  risk  capital 
subscribed  by  its  member  cmnpanies  tor 
the  first  full  parUcipatiei  year  under 
this  Agreemoit.  TherecU^ter,  NFIA  shall 
advise  the  Administrator,  on  or  befee 
the  last  day  of  the  sixth  month  of  each 
Accounting  Period,  of  the  minimum  ag¬ 
gregate  amount  of  risk  capital  of  NFIA 
for  the  succeeding  particpiation  year  and 
of  the  amount  of  risk  capital  subscribed 
by  each  member. 

H.  Oovemment  Corporation  Control 
Act.  It  is  acknowledged  and  agreed  that 
NFIA  is  not  owned  or  controlled  by  the 
United  States  government  or  any  agency 
or  instrumentality  thereof.  However,  if, 
as  a  result  of  the  ccmtiactual  relaticm^ip 
created  by  this  Agreement,  the  Adminis¬ 
trator  is  obligated  to  ccmiply  with  any  re¬ 
quirements  of  the  Government  CmixMVi- 
tion  Control  Act  (31  U.S.C.  9  847-849) , 
NFIA  will  cooperate  with  the  Adminis¬ 
trator  by  furnishing  such  records  or  doc¬ 
uments  as  the  Administrator  may  require 
for  such  purposes. 

L  Bankruptcy  and  Insolvency.  All 
program  payments,  reinsurance  pay¬ 
ments  and  operating  allowances  due  the 
NFIA  hereunder  shall  be  made  to  NFIA 
without  diminution  because  of  the  bank¬ 
ruptcy  or  Insolvency  of  any  NFIA 
member. 

J.  (a)  Any  dispute  arising  out  of  the 
Administrator’s  failure  or  refusal  to 
make  any  payment  to  NFIA  under  Para¬ 
graph  C  or  F  of  this  Article  shall  be  re¬ 
solved  as  provided  in  this  Paragraph. 

(b)  At  NFIA’s  request  the  Adminis¬ 
trator  shall  state  his  decision  regarding 
payment  in  writing  and  furnish  a  copy 
to  NFIA.  The  decision  of  the  Administra¬ 
tor  shall  be  final  and  conclusive  unless 


within  30  days  frixn  the  date  of  receipt 
of  such  copy,  NFIA  furnishes  to  the  Ad¬ 
ministrator  a  written  appeal  addressed 
to  the  Secretary.  The  decision  of  the 
Secretary  or  his  duly  authorized  repre¬ 
sentative  for  the  determination  of  such 
appeals  (other  than  the  Administrator) 
sh^  be  final  and  conclusive  unless  deter¬ 
mined  by  a  court  of  cwnpetent  jurisdic- 
tiim  to  have  been  fraudulent,  or  capri¬ 
cious,  or  arbitrary,  or  so  grossly  errone¬ 
ous  as  necessarily  to  imply  bad  faith,  or 
not  supported  by  substantial  evidence. 
In  connection  with  any  appeal  proceed¬ 
ing  under  this  clause,  NFIA  shall  be  af¬ 
forded  sax  oi^rtunity  to  be  heard  and 
to  offer  evidence  in  support  of  its  appeal 
before  an  Administrative  Law  Judge  of 
the  Department.  .Pending  final  decision 
of  a  dispute  hereunder,  the  Administra¬ 
tor  shall  not  withhold  any  undisputed 
pasmaents  or  portions  thereof  due  NFIA 
imder  Paragrai^  C  or  F  of  this  Article. 

Article  V.  Consultatiim  and  notice. 

A.  General  Consultation.  The  com¬ 
plexity  of  the  National  Flood  Insurance 
Program  and  the  coi^ierative  nature  of 
the  government-industry  relaticmship  es¬ 
tablished  by  the  Act  and  this  Agreement 
require  almost  continuous  consultation 
between  the  Administrator  and  NFIA  on 
issues  of  major  Importance  affecting  the 
National  Rood  Insurance  Program  and 
the  relationship  between  the  parties. 
Consultations  between  the  Administrator 
and  NFIA  shall  be  effectuated  through 
correspondoice,  telephimic  cmiversa- 
tiims,  meetings  and  other  communica¬ 
tions  so  as  to  Inform  the  Administrator 
and  NFIA  of  matters  arising  which  r^te 
to  this  Agreement  aiKl  the  relationship 
between  the  Administrator  smd  NFIA  un¬ 
der  this  Agreonent  and  to  give  each 
party  an  opportunity  to  respond  to  such 
matters. 

B.  Further  Consultation.  In  addition  to 
engaging  in  such  general  consultation 
under  paragraph  A,  the  Administrator 
and  NFIA  shall  follow  the  procedures 
set  forth  bdow  in  paragraph  C  with 
respect  to: 

1.  Any  Regulatimi,  rule,  directive,  or 
order  issued  by  the  Administrator  with 
respect  to  the  National  Flood  Insiuance 
Program,  Issued  by  the  Administrator 
othex  than  (1)  an  Interpretation  or  Clari¬ 
fication  of  the  Standard  Flood  Insurance 
Policy,  and  (ii)  routine  and  recurring 
rules  or  regulations  as  agreed  to  frmn 
time  to  time. 

2.  Any  determination  by  the  Adminis¬ 
trator  of  chargeable  premium  rates 
under  Section  1308  of  the  Act; 

3.  Any  NFIA  membership  requirement 
established  by  the  Administrator  under 
Article  H; 

4.  Any  notice  of  termination  given  by 
either  party  under  Article  XVI: 

5.  Implementation  by  the  Administra¬ 
tor  of  a  government  program  under  Part 
B  of  Chapter  n  of  the  Act; 

C.  Procedure  for  Further  Consultation. 
With  respect  to  any  proposed  action  de¬ 
scribed  in  paragraph  B,  the  following 
procedures  shall  apply: 

1.  The  Administrator  shall  give  NFIA 
advance  written  notice  of  any  proposed 
action  under  paragrai^  B  not  less  than 
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thirty  130)  days  before  solicitation  of 
public  comment,  or,  if  public  comment 
is  not  solicited,  not  less  than  thirty  (30) 
days  bcdore  the  proposed  action  is  to 
take  effect.  NFIA  shidl  give  the  Admin¬ 
istrator  advance  mdtten  notice  of  any 
proposed  action  under  paragrai^  B.4  not 
less  than  thirty  (30)  days  before  the 
proposed  action  is  to  take  effect.  Hk 
Notice  shall  contain  a  brief  explanation 
of  the  nature  of  the  imposed  action 
and  of  the  general  basis,  reasoning,  or 
calculation  upon  which  the  proposed  ac- 
tkm  is  predicated,  and  shall  identify  the 
staff  member  or  m^bo's  who  may  be 
contacted  by  the  other  party  for  fmther 
informatlpn  regarding  the  proposed 
action. 

2.  Where  practicable,  the  party  pro¬ 
posing  the  action  shall,  at  the  request  of 
the  other  party,  meet  in  person  with  rep¬ 
resentatives  of  the  other  party  to  receive, 
discuss  and  consider  the  other  party's 
views  of  the  proposed  action. 

3.  In  the  case  of  a  Regulatiim,  rule,  di¬ 
rective,  or  order  proposed  to  be  issued  by 
the  Administrator,  the  Administrator 
shall,  in  additkm  to  the  notice  required 
by  BUl^jaragraph  2(a),  provide  a  reason¬ 
able  onxHTtunity  to  NFIA  to  review  and 
comment  upon  the  specific  language  of 
the  proposed  Regulatkm,  rule,  directive 
or  o^er  before  it  is  published  for  public 
comment,  (»*,  if  it  is  not  published  for 
public  comment,  before  it  is  published 
for  effect. 

D.  Timely  Notice.  Hie  Administrator 
shall  give  NFIA  timely  advance  notice 
tji  the  issuance  or  revision  of  any  fiood 
insurance  map;  the  final  establishment 
or  modification  of  any  premium  rate,  the 
cmiversion  of  any  (xxnmunity  to  the  reg¬ 
ular  program,  the  suspension  from  the 
progrsun  of  any  cmnmimity,  and  the  ini¬ 
tial  participation  of  any  communiti^  in 
the  program. 

&  Corutruction.  Nothing  in  this  Ar¬ 
ticle  shall  be  construed  as  limiting  any 
legal  authority  the  Administrator  may 
have  to  make  an  order,  directive,  rule  or 
interpretaticm  apply,  after  it  has  been 
Issued  or  published  for  effect,  to  a  pe¬ 
riod  or  periods  prior  to  the  date  of  issu¬ 
ance  or  publication  for  effect. 

Article  VL  Adjustment  and  paym^t  of 
claims,  Intmnretation  and  clarification  of 
Insurance  pedicles. 

A.  General.  NFIA  shall  have  the  opera¬ 
tional  responsibility  fm*  the  adjustments 
and  payment  of  all  claims  arising  under 
fiood  insurance  policies.  NFIA  shall  ar¬ 
range  for  the  pitxnpt  processing,  investi¬ 
gation,  adjustmmt  and  settlement  of  all 
such  claims  through  amnx^riate  insur¬ 
ance  adjustment  organizations. 

B.  Manuals.  1.  NFIA  shall  change  out¬ 
standing  manuals,  handbooks,  guidelines, 
and  related  materials  concerning  the  ad¬ 
justment  of  claims  to  conform  them  with 
this  Agreement,  with  Interpretations  and 
Clarifications  issued  by  the  Administra¬ 
tor  pursuant  to  paragraidi  D  this 
Article  VI,  and  with  the  Regulations  of 
the  Administratin’  and  riiall  make  such 
other  changes  of  technical  nature  as  are 
requested  by  the  Administratinr.  Prior  to 
iBuanee  of  a  proposed  revision  to  any 
su^  manual,  NFIA  shall  submit  the  pro¬ 


posed  revision  to  the  Administrator  for 
his  review  and  comment.  NFIA  shall  in¬ 
corporate  in  the  prcqposed  revision  aU 
changes  of  a  technical  nature  requested 
by  the  Adminlstrafor,  and  shall  give  due 
conslderaticm  to  aU  other  changes  sug¬ 
gested  by  the  Administrator.  All  manuals, 
handbooks,  guidelines  and  related  mate¬ 
rials  outs^ndlng  on  the  date  of  this 
Agreement  shall  be  reviewed  by  the  Ad¬ 
ministratin’  and  NFIA  for  the  purposes 
of  this  paragrai^. 

2.  F<nr  tiie  purpose  of  the  foregoing 
subparagraph,  the  term  “changes  of  a 
technical  nature”  shall  mean  changes  re¬ 
quested  by  the  Administrator  to  provi- 
sl(Xis  setting  forth  or  describing  the 
terms  at  the  Standard  Rood  Insurance 
Prticy,  the  Act,  premium  rates,  provi¬ 
sions  of  the  Regulations  or  this  Agree¬ 
ment. 

C.  Monitoring  of  Claims  Processing.  1. 
NFIA  Shan  arrange  to  review  with  the 
representatives  ot  the  Administrator  on 
a  regular  basis  a  sampling  or  other  selec¬ 
tion  of  files  chosen  by  the  Administrator 
relating  to  claims  adjusted  by  (U*  through 
NFIA.  The  Administrator  may  convene 
such  a  meeting  at  any  time  at  the  <^ces 
of  the  Administrator,  NFIA  or  the  Serv¬ 
icing  Company  upon  notice  to  NFIA  of 
not  less  than  48  hours.  The  puilsose  of 
this  review  is  to  provide  the  Administra¬ 
tor  with  current  Information  regarding 
the  basis  up(m  which  claims  are  denied 
or  adjusted.  At  the  AdministratiH’’s  re¬ 
quest  NFIA  shall  ass«nble  any  particular 
class  or  cat^ory  (ff  claims  files  tor  re¬ 
view  at  any  such  meeting,  except  to  the 
extent  such  assembly  presents  severe 
practical  difficulties. 

2.  NFIA  shall  require  each  servicing 
company  to  r^?ort  to  NFIA  any  claims  or 
cate^ries  of  claims  which  raise  unusual 
or  difficult  problems  of  adjustment  or 
which  involve  any  unusual  issue  of  con¬ 
tractual  interpretation  of  the  Standard 
Rood  Insurance  P(^y.  Any  such  claims 
or  categmtes  of  claims  shall  immediately 
be  reported  by  NFIA  to  the  Adminis¬ 
trator. 

^  At  the  request  of  the  Administrator, 
NFIA  diaD  promptly  provide  to  the  Ad¬ 
ministrator  a  copy  of  the  complete  files, 
or  any  part  thereof  designated  by  the 
Administrator,  relating  to  any  claim  or 
category  of  claims  designated  by  the 
Administrator,  and  shall  provide  any  in¬ 
formation  reasonably  requested  regard¬ 
ing  claims. 

4.  Before  the  Administrator  responds 
substantively  to  a  oonmlalnt,  request,  or 
other  inquiry  from  any  person  regard¬ 
ing  a  claims  matter,  the  Administrator 
shall  first  review  the  relevant  claim  file, 
if  any  NFIA  shall  arrange  for  the  deliv¬ 
ery  the  file  in  a  manner  which  per¬ 
mits  the  Administrator  to  respond  cm 
a  timely  basis.  In  the  event  that  a  com- 
-plaint,  request,  or  other  inquiry  requires 
that  information  be  obtained  from  the 
other  party,  the  pmty  to  ahom  the  emn- 
municatkxi  is  initially  directed  shall 
provide  a  copy  of  such  cmrespondence, 
if  in  writing,  or  a  written  summary  of 
the  oral  communication  if  not  in  writ¬ 
ing,  to  the  other  party.  If  the  complaint, 
request,  or  Inquirj-  Is  confidential  in  na¬ 


ture,  or  is  otherwise  subject  to  a  privilege 
in  law,  the  name  and  title  of  the  initiat¬ 
ing  correspemdent  may  be  dieted. 

D.  Resolutions  of  Ambiguities  or  Ques¬ 
tions  of  Interpretation  Under  Standard 
Flood  Insurance  Policy.  1-  NFIA  and  the 
Administrator  shall  cooperate  with  each 
other  as  provided  below  in  this  para¬ 
graph  D  to  achieve  pixnnpt  and  clear 
resolution  of  any  disagreement  regard¬ 
ing  any  Issue  of  contractual  interpreta¬ 
tion  of  the  Standard  Rood  insurance 
Policy. 

2.  Whenever  an  issue  which  involves 
an  unusual  or  difficult  question  of  con¬ 
tractual  interpretation  of  the  Standard 
Rood  Insurance  Policy  comes  to  the  at¬ 
tention  of  either  NFIA  or  the  Admin¬ 
istrator.  NFIA  or  the  Administrator  shall 
bring  the  matter  informally  to  the  at¬ 
tention  ot  the  other  immediatdy. 

3.  The  f (lowing  procedure  shall  apply 
to  any  issue  of  interpretation  of  the 
Standard  Rood  Insmance  Policy  as  to 
which  the  Administrator  and  NFIA  dis¬ 
agree: 

(a)  NFIA  and  the  Adminlstratcn*  shall 
attempt  Informally,  by  telephone 
otherwise,  to  resolve  the  issue  of  inter- 
pretatiem. 

(b)  It  the  issue  of  Interpretatkm  is 
not  informally  resolved  pursuant  to  sub- 
paragraph  2(a)  above,  the  Administrator 
Tnay  initiate  the  formal  inteipretatkm 
procedure  of  subparagraphs  D-4  through 
D-10  by  giving  written  notice  thereof  to 
NFIA. 

4.  (a)  Upon  initiatkm  of  the  formal  in¬ 
terpretation  procedure  set  forth  in  sub- 
paragraphs  D-4  through  D-10  by  tiie  Ad¬ 
ministrator.  NRA  Shan  promptly  give 
the  Administrator  a  written  statement 

NFIA’s  position  as  to  the  issue  of  in¬ 
terpretation  of  the  Standard  Flood  In¬ 
surance  Pc^cy,  including  a  full  state¬ 
ment  of  the  reastming  and  legal  basis  for 
NFIA’s  positKm. 

(b)  The  Administrator  shall  consider 
the  position  presented  by  NFIA  under 
sul^Huagraph  D-4(a)  above  and  engage 
in  such  furth^  discussion  with  NFIA  by 
meeting  or  othmwlse  as  ^y  be  practi¬ 
cable.  The  Administrator  shall  advise 
NFIA  in  writing  whether  or  not  the  Ad¬ 
ministrator  c(mcurs  in  the  positkm  com¬ 
municated  by  NFIA  pursuant  to  sid>- 
paragriq>h  D-3(a)  above.  If  the  Admin¬ 
istrator  does  not  concur  in  NFIA’s  posl- 
tkm,  the  Administrator  shall  prepare  a 
proposed  Interpretation  of  the  Stand¬ 
ard  Rood  Insiirance  Policy  and  shall 
provide  NFIA  an  advance  copy  of  such 
Interpretation  in  draft  prior  to  any  final 
editiiig  or  reviskms  and  give  NFIA  at 
least  seven  calendar  days  thereiV^ter  to 
present  any  further  comments  or  views 
NFIA  may  have.  Such  draft  Interpreta- 
tiem  shall  be  accompanied  by  a  draft 
legal  opinion  of  the  General  Counsel  of 
the  D^>artment  of  Housing  and  Urban 
Development. 

(c)  The  Administrator  shall  give  NFIA 
at  least  seven  calendar  days’  notice,  in 
addition  to  the  comment  period  provided 
under  subparagraph  l>-4(b)  abc^  prior 
to  the  issuance  for  effect  of  any  Inter- 
pretati(m  and  shall  Indude  with  the  no¬ 
tice  a  c(py  of  the  mtapretatlon  pro¬ 
posed  to  be  Issued  for  effect  subject  to  fl- 
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nal  editing  in  light  of  comments  by  any  policyholder  may  otherwise  have  to  defendant  in  any  litigation  which  in- 


NPIA. 

(d)  Upon  Issuance  of  any  Interpreta¬ 
tion  for  effect  the  Administrator  shall 
furnish  NFIA  a  final  legal  opinion  of 
the  General  Counsel  of  the  Department 
of  Housing  and  Urban  Development  sup- 
l>orting  such  Interpretation. 

5.  At  NFIA’s  written  request,  the  Ad¬ 
ministrator  shall  issue,  in  place  of  an 
Interpretation  under  subparagraph  D-4, 
a  Clarification  (a  revision  of  the  specific 
language  of  the  Standard  Flood  Insur¬ 
ance  Policy)  with  a  Federal  Register  pre¬ 
amble  in  the  form  of  Exhibit  B  hereto, 
incorporating,  by  express  provision  in  the 
Standard  Flood  Insurance  Policy,  the 
Interpretation  of  the  Administrator  un¬ 
der  subparagraph  D-4  above.  Such  writ¬ 
ten  request  by  NFIA  must  be  delivered  to 
the  Administrator  within  the  additional 
notice  period  referred  to  in  subpara¬ 
graph  D-4(c) ,  and  shall  Include  NFIA's 
certification  in  writing,  based  on  legal 
analysis,  that  the  Issuance  of  the  Inter¬ 
pretation  proposed  under  subparagraph 
D-4  would  create  a  risk  of  substantial 
complications  in  the  interpretation  of 
insurance  policies  not  related  to  the  Na¬ 
tional  Flood  Insurance  Program  which 
contain  identical  or  similar  provisions  to 
the  provisions  of  the  Standard  Flood 
Insurance  Policy  as  to  which  the  issue  of 
interpretation  in  question  has  arisen.  In 
making  such  a  certification,  NFIA  shall 
also  consider  whether  a  revision  to  the 
specific  language  of  the  Standard  Flood 
Insurance  Policy  with  corresponding 
redress  and  notification  to  policyholders 
and  other  administrative  consequences, 
would  or  would  not  serve  the  objective 
of  assisting  the  public.  Prior  to  publish¬ 
ing  a  Clarificati(m,  the  Administrator 
shall  provide  NFIA  a  draft  of  the  Clarifi¬ 
cation  and  allow  NFTA  seven  (7)  calen¬ 
dar  days  in  which  to  submit  comments. 

6.  Upon  final  issuance  for  ^ect  of  an 
Interpretation  under  subparagraph  D-4, 
or  a  Clarificaticm  under  subparagraph 
D-5,  NFTA  shall  apply  such  Interpreta¬ 
tion  or  Clarification. 

(a)  In  adjustment  of  all  claims  duly 
filed  after  the  effective  date  of  such  in¬ 
terpretation  or  Clarification; 

(b)  In  adjustment  of  all  claims  duly 
filed  after  the  effective  date  of  such  In¬ 
terpretation  or  Clarification; 

(c)  If  the  Administrator  so  directs,  in 
adjustment  of  all  claims  previously  filed 
which  arose  out  of  occurrences  within 
two  years  before  the  effective  date  of 
such  Interpretation  or  Clarification,  pro¬ 
vided  that  the  policyholder  requests  in 
writing,  not  later  than  sixty  days  after 
receiving  notice  of  the  Interpretation  or 
Clarification  vmder  subparagraph  D-7, 
that  the  claim  be  re-opened;  and 

<di  If  the  Administrator  so  directs,  in 
adjustment  of  all  other  claims  arising 
out  of  occurrences  within  two  years  be¬ 
fore  the  effective  date  of  such  Interpre¬ 
tation  of  Clarification,  provided  that  the 
policyholder  files  notice  and  proof  of  loss 
not  later  than  sixty  days  after  receiving 
notice  of  the  Interpretation  or  Clarifi¬ 
cation  under  subparagraph  D-7. 

Nothing  in  this  subparagraph  D-6  shall 
limit  any  legal  or  equitable  right  which 


assert  an  earlier  claim  under  an  Inter¬ 
pretation  or  Clarification. 

7.  NFIA  will  distribute  to  servicing 
companies  and  adjustment  organizations 
copies  of  Interpretations  issued  under 
subparagraph  D-4  and  Clarifications  is¬ 
sued  under  subparagraph  D-5.  In  addi¬ 
tion,  NFTA  will  provide  notice  of  Inter¬ 
pretations  and  Clarifications  issued 
under  subparagraphs  D-4  and  D-5  to 
policyholders  in  connection  with  the 
mailing  or  renewal  notices  and  the  issu¬ 
ances  of  new  policies. 

8.  Within  a  reasonable  time  following 
issuance  of  any  Interpretation  under 
subparagraph  D-4  or  any  Clarification 
under  subparagraph  D-5,  the  Adminis¬ 
trator  shall  determine  the  effect,  if  any, 
which  the  Interpretation  or  Clarification 
has  had  or  may  have  on  loss  payments 
and  actuarial  premium  rates,  and  shall 
make  appropriate  adjustments,  if  any, 
to  actuarial  rates.  In  making  such  de¬ 
termination  the  Administrator  shall  con¬ 
sider  any  information  or  views  presented 
by  NFTA.  To  facilitate  this  analysis, 
NFIA  shall  keep  a  record  of  any  in¬ 
creased  costs  and  losses  which  may  result 
from  the  interpretation  or  clarification. 

9.  This  Article  VI  applies  only  to  In¬ 
terpretations  and  Clarifications  and  has 
no  application  to  changes  in  the  Stand¬ 
ard  Flood  Insurance  Policy  issued  frwn 
time  to  time  by  the  Administrator  for 
prospective  effect. 

10.  Interpretations  and  Clarifications 
of  the  Standard  Flood  Instance  Policy 
shall  be  issued  onh'  as  provided  in  this 
Article  VI. 

Article  VII.  Litigation. 

A.  Litigation  Involving  NFIA.  1.  Litiga¬ 
tion  Against  NFIA.  If  NFTA,  any  NFTA 
member  or  NFTA  contractor  is  made  a 
defendant  in  any  litigation  which  in¬ 
volves  the  National  Flood  Insurance  F*ro- 
gram,  NFTA  shall  immediately  notify  the 
Administrator  of  such  litigation.  Such 
notice  shall  be  accompanied  by  a  copy  of 
any  pleading  filed  or  received  by  NFTA  to 
date  of  notice.  NFTA  shall  thereafter 
supply  to  the  Administrator  copies  of 
such  pleadings  and  other  documents  and 
related  information  as  the  Administra¬ 
tor  may  from  time  to  time  request 

2.  Litigation  Initiated  by  NFIA.  Except 
in  the  case  of  actions  for  Injimctive  or 
similar  emergency  relief  NFTA  shall  no¬ 
tify  the  Administrator  at  least  fifteen 
(15)  days  in  advance  of  any  litigation 
which  NFTA  initiates,  or  which  any  NFTA 
member  or  any  NFTA  contractor  initiates 
with  the  knowledge  of  NFTA,  against  any 
party,  including  the  Administrator  or 
any  other  agency  or  instnunentality  of 
the  Federal  government.  Involving  the 
National  Flood  Insurance  Program.  The 
notice  required  herein  shall  include  a 
copy  of  the  proposed  complaint  and  any 
other  Initial  pleading  pit^tosed  to  be  filed. 
In  the  case  of  acticms  ior  Injiuictive  or 
similar  emergency  relief  NFTA  shall  pro¬ 
vide  notice  and  c<H>les  of  pleadic^s  to  the 
Administrator  as  soon  as  reas(mably 
practicable. 

B.  Litigation  Involving  the  Adminis¬ 
trator — 1.  Litigation  Against  the  Admin¬ 
istrator.  If  the  Administrator  is  made  a 


volves  the  National  Flood  Insurance  Pro¬ 
gram,  the  Administrator  shall  immedi¬ 
ately  notify  NFTA  of  such  litigation 
Such  notice  shall  be  accompanied  by  a 
copy  of  the  pleadings  filed  in  that  liti¬ 
gation  to  date  of  notice.  The  Adminis¬ 
trator  shall  thereafter  supply  to  NFIA 
copies  of  such  pleadings  and  other  doc¬ 
uments  and  related  information  as 
NFTA  may  from  time  to  time  request. 

2.  Litigation  Initiated  by  the  Adminv:- 
trator.  Except  in  the  case  of  actions  for 
injunctive  relief  or  similar  emergency  re¬ 
lief.  the  Administrator  shall  notify  NFTA 
at  least  fifteen  (15)  days  in  advance  of 
any  litigation  which  the  Administrator 
or  the  Secretary  Initiates,  or  which  any 
agency  or  instrumentality  of  the  Federal 
government  initiates  with  the  knowledge 
of  the  Administrator  or  the  Secretary, 
against  any  party.  Including  NFTA  or  its 
members  or  contractors,  involving  the 
National  Flood  Insurance  Program.  The 
notice  required  herein  shall  include  a 
copy  of  the  complaint  or  other  initial 
pleading  intended  to  be  filed.  In  the  case 
of  actitms  for  injunctive  or  similar  emer¬ 
gency  relief  the  Administrator  shall  pro¬ 
vide  notice  and  copies  of  pleadings  to 
NFTA  as  soon  as  reasonably  practicable. 

C.  Exchange  of  Views  Regarding  Liti¬ 
gation.  NFTA  and  the  Administrator 
Shan  exchange  views  regarding  legal 
theories  and  positions  taken  in  litigation 
involving  the  National  FT<x)d  Insurance 
Program  to  which  either  the  Adminb;- 
trator,  the  Secretary  or  any  agency  or 
instrumentality  of  the  Federal  govern¬ 
ment,  or  NFTA  or  any  of  its  members  or 
coQtrsu;tors,  is  a  party.  However,  no  ex¬ 
change  of  views  is  required  with  respec  t 
to  any  litigation  in  which  NFTA  and  the 
Administrator  are  advrerse  parties. 

D.  Disallowance  of  NFIA  Expenses 
Incurred  to  Litigate  Claims  Against  the 
Administrator.  In  the  event  that  NFIA 
asserts  any  claim  against  the  Adminis¬ 
trator  in  litigation  initiated  by  NFTA,  and 
such  claim  is  finally  decided  again.<^t 
NFTA,  then  NFTA  shall  reimburse  the 
Administrator,  from  an  assessment  of 
Members,  for  all  expenses,  including  at- 
tmm^s  fees,  inctnmed  by  NFTA  in  pre¬ 
paring  for  or  ccmducting  such  litigation 
to  the  extent  such  expenses  were  paid  by 
NFIA  out  of  policyholder  premiums  or 
any  other  funds  hdd  by  NFTA  under  tlie 
Naticmal  Flood  Insurance  Program. 

Article  VIII.  Contracting  by  NFTA. 

A.  Contracts  to  Which  Applicable. 
Tins  Article  appUes  to  each  contract  let 
by  NFTA  w’hich  involves  an  aggregate 
amount  or  initially  estimated  aggregate 
amount  in  excess  of  $10,000. 

B.  Method  of  Procurement :  Use  of 
Competitive  Bidding  by  Formal  Adver¬ 
tisement,  Competitive  Negotiation,  Other 
Methods.  NFTA  and  the  Administrator 
Intend  that  the  provisions  of  this  Article 
Vm  shall  result  in  substantial  competi¬ 
tion  in  the  letting  of  all  c<mtracts  by 
NFTA.  In  letting  contracts,  NFTA  shall 
use  Competitive  Negotiation  the  other 
methods  (rf  imcurement.  as  follows; 

1.  Servicing  Company  Contracts.  <a) 
NFIA  shall  let  servicing  company  con¬ 
tracts  hi  such  fashion  as  la  Intended  to 
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assure  full,  open,  and  free  competition 
among  all  qualified  bidders,  by  using 
Competitive  Bidding  by  Formal  Adver¬ 
tisement,  as  provided  in  paragraph  C 
below,  for  the  letting  of  all  servicing 
company  contracts  for  States  and  U,S. 
Territories  having  in  effect  more  thah 
5,000  Flood  Insurance  Policies  at  the  time 
procurement  is  commenced.  For  a  single 
servicing  company  contract,  NFIA  may 
combine  any  two  or  more  of  States  and 
U.S.  Territories. 

Exhibit  A  sets  forth  the  States  and 
U.S.  Territories  more  than  5,000  Flood 
Insurance  Policies  in  effect  as  of  Octo¬ 
ber  31, 1976. 

(b)  For  States  or  U.S.  Territories  hav¬ 
ing  5,000  or  fewer  Flood  Insurance  Poli¬ 
cies  in  effect  at  the  time  procurement  is 
commenced,  NFIA  shall  let  such  con¬ 
tracts  by  Competitive  Bidding  by  Formal 
Advertisement  unless  NFIA  determines 
that,  considering  the  number  of  policies 
in  force  in  relation  to  the  geographical 
area  and  the  number  of  insurance  facili-^ 
ties  available  in  the  geographical  area, 
use  of  Competitive  Negotiaticai  is  in  the 
best  interests  of  the  National  Flood  jfa- 
surance  Program,  the  public  and  NFIA. 
Where  NFIA  lets  a  contract  by  use  of 
Comi>etitive  Negotiation,  NFIA  shall  in¬ 
clude  in  its  Notice  under  Paragraph  G.  1 
a  statement  in  writing  why  such  deter¬ 
mination  was  made,  and  shall  follow  the 
procedures  set  forth  in  paragraph  D  be¬ 
low. 

(c)  NFIA  shall  utilize  the  form  of 
servicing  company  contract  annexed 
hereto  as  an'  Exhibit  for  all  servicing 
company  contracts,  regardless  of  the 
method  used  for  letting  such  contracts. 

(d)  NFIA  agrees  to  relet  all  servicing 
company  contracts  on  a  staggered  basis 
within  eighteen  (18)  months  after  the 
effective  date  of  this  Agreement. 

2.  Insurance  Adjustment  Organiza¬ 
tions.  Unless  and  until  NFIA  and  the 
Administrator  agree  otherwise,  (1)  NFIA 
shall  utilize  the  services  of  qualified  in¬ 
surance  adjustment  organizations  select¬ 
ed  by  the  servicing  companies  on  a  rota¬ 
tion  basis;  (ii)  written  contracts  shall 
not  be  required  for  such  services;  and 
(iii)  the  advance  notice  provisions  of 
paragraph  G  below  shall  not  apply. 
NFTA  agrees  to  conduct  a  feasibility 
study  to  be  completed  not  later  than 
ninety  (90)  days  after  the  effective  date 
of  this  Agreement,  regarding  the  possi¬ 
bility  of  utilizing  a  method  of  competi¬ 
tive  sealed  bidding  by  formal  advertise¬ 
ment  or  a  method  of  competitive  nego¬ 
tiation  for  the  procurement  of  services 
of  insurance  adjustment  organizations. 
NFIA  shall  promptly  advise  the  Admin¬ 
istrator  of  the  results  of  such  study,  and, 
if  the  Administrator  so  elects,  NFIA  and 
the  Administrator  shall  conduct  nego¬ 
tiations  for  the  purpose  of  considering 
a  change  in  the  method  of  selecting  In¬ 
surance  Adjustment  Organizations, 

3.  Insurance  Agents,  Brokers  and 
Non-Member  Insurers.  Tlie  parties  ac¬ 
knowledge  that  NFTA  does  not  and  need 
not  contract  for  the  services  of  insur¬ 
ance  agents  and  brokers,  and  agree  that 
the  advance  notice  provisions  of  para¬ 
graph  O  below  shall  not  apply  to  agents 
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and  brokers.  NFTA  agrees  that  it  and  its 
servicing  companies  shall  accept  and 
process  any  policy  application  or  policy 
renewal  application  submitted  in  proper 
form  by  a  property  insurance  agent  or 
broker  or  non-member  insurer  qualified 
to  do  business  in  the  State  in  which  the 
property  to  be  insured  is  located. 

4.  Computer  System.  (No  tentative 
agreement  between  the  Administrator 
and  NFTA  on  this  point.) 

5.  Accountants.  Attorneys  and  Other 
Professionals.  NFTA  shall  select  account¬ 
ants,  attorneys  or  other  professionals  in 
a  manner  to  assme  that,  where  feasible, 
at  least  three  qualified  interested  pro¬ 
fessionals  are  thoroughly  considered.  The 
provisions  of  paragraphs  G.l  and  G.3  be¬ 
low  shall  not  apply  to  the  selection  of 
accountants,  attorneys  and  other  profes¬ 
sionals. 

6.  Services.  Supplies  and  Other  Pro¬ 
curement.  (a)  The  procmement  of  print¬ 
ing  services,  photocopying  services,  fur¬ 
niture,  office  supplies  or  other  goods  and 
services  under  a  proposed  contract  or 
series  of  related  contracts  having  an 
aggregate  amount  or  estimated  amount 
in  excess  of  $50,000  shall  be  by  sealed  bid 
invited  by  ample  notice  to  the  public  and 
potential  bidders,  except  where  a  regu¬ 
lated  utility  is  the  only  potential  supplier 
as  in  the  case  of  telephone  services,  or 
where  there  exist  only  three  or  fewer 
potential  suppliers,  in  which  case  a  nego¬ 
tiation  procedure  may  be  used  which 
gives  each  potential  supplier  thorough 
consideration  and  an  ample  and  fair  op¬ 
portunity  to  compete  for  award  of  the 
contract. 

(b)  Contracts  in  an  estimated  aggre¬ 
gate  amount  of  less  than  $50,000  may  be 
let  by  a  sealed  bid  procedure  or  by  a  pro- 
ceding  of  Competitive  Negotiation  which 
is  conducted  in  a  manner  that  thoroughly 
considers  at  least  three  qualified  poten¬ 
tial  suppliers  and  gives  each  an  ample 
and  fair  opportunity  to  compete  for 
awai*d  of  the  contract. 

(c)  NFTA  shall  normally  let  each  con¬ 
tract  under  this  paragraph  B.6  to  the 
contractor  offering  the  lowest  price; 
however,  where  NFTA  lets  a  contract  to  a 
contractor  other  than  the  contractor 
offering  the  lowest  price,  NFTA  shall 
promptly  thereafter  prepare  a  written 
notice  to  the  Administrator  setting  forth 
in  full  the  reasons  why  NFTA  has  deter¬ 
mined  to  let  the  contract  to  a  contractor 
other  than  the  contractor  offering  the 
lowest  price. 

C.  Servicing  Company  Contracts:  Pro¬ 
cedures  for  Compe’itive  Bidding  by 
Formal  Advertisement.  “Competitive 
Bidding  by  Formal  Advertisement,"  as 
used  in  this  Article,  shall  mean  the 
method  of  procuring  servicing  company 
contracts  through  solicitation  of  bids 
from  all  qualified  potential  contractors  in 
the  manner  calculated  to  assure  full, 
open  and  free  competition  among  all 
qualified  bidders,  which  is  set  forth  in 
this  paragraph  C,  as  follows: 

1.  NFTA  shall  advertise  for  such  com¬ 
petitive  bids,  and  advertisements  for  such 
competitive  bids  shall  be  placed  in: 

(a)  At  least  one  newspaper  of  general 
circulation  published  in  each  of  the  fol¬ 


lowing  cities:  Washington,  D.C.;  New 
York,  New  York;  Chicago,  Illinois;  and 
San  Fi'ancisco,  California;  and 

(b)  At  least  two  national  insurance 
trade  publications  such  as,  but  not  lim¬ 
ited  to.  The  National  Underwriter 
(Property  and  Casualty  Edition),  Busi¬ 
ness  Insurance,  the  U.S.  Investor,  or  The 
Weekly  Underwriter. 

2.  Every  such  solicitation  for  bids  shall 
provide  sufficient  time  for  bidding,  and 
in  no  event  less  than  15  business  days. 

3.  Every  such  solicitation  for  bids  shall 
include  a  clear  statement  of  work  to  be 
performed  by  the  successful  bidder. 

4.  Every  such  invitation  for  bids  shall 
specify  the  time  and  place  for  the  public 
opening  of  bids  and  shall  notify  bidders 
of  their  right  to  be  present. 

5.  Provision  shall  be  made  for  the  re¬ 
ceipt  of  bids  and  for  such  bids  to  be 
maintained,  unopened,  in  a  secured, 
locked  bid  box. 

6.  Only  bids  received  prior  to  the  time 
set  for  opening  set  forth  in  this  para¬ 
graph  C,  as  follows: 

1.  NFTA  shall  advertise  for  such  com¬ 
petitive  bids,  and  advertisements  for  such 
competitive  bids  shall.be  placed  in: 

(a)  At  least  one  newspaper  of  general 
circulation  published  in  each  of  the  fol¬ 
lowing  cities:  Washington,  D.C.;  New 
York,  New  York;  Chicago,  Illinois;  and 
San  Francisco,  California;  and 

(b)  At  least  two  national  insurance 
trade  publications  such  as.  but  not  lim¬ 
ited  to.  The  National  Underwriter  (Prop¬ 
erty  and  Casualty  Edition),  Business  In¬ 
surance,  the  U.S.  Investor,  or  The  Weekly 
Underwriter. 

2.  Every  such  solicitation  for  bids  shall 
provide  sufficient  time  for  bidding,  and  in 
no  event  less  than  15  business  days. 

3.  FIvery  such  solicitation  for  bids 
shall  include  a  clear  statement  of  work 
to  be  performed  by  the  successful  bidder. 

4.  Every  such  invitation  for  bids  shall 
specify  the  time  and  place  for  the  pub¬ 
lic  opening  of  bids  and  shall  notify  bid¬ 
ders  of  their  right  to  be  present. 

5.  Provision  shall  be  made  for  the  re¬ 
ceipt  of  bids  and  for  such  bids  to  be 
maintained,  unopened,  in  a  secured, 
locked  bid  box. 

6.  Only  bids  received  prior  to  the  time 
set  for  opening  shall  be  considered. 

7.  Bids  shall  be  opener  publicly  at  the 
time  and  place  specified  in  the  invita¬ 
tion  and  shall  also  be  recorded  and  placed 

-in  an  appropriate  file  which  shall  be 
available  for  inspe'ction  by  interested  per¬ 
sons  for  a  period  of  not  less  than  six 
months  after  the  award. 

8.  Except  where  otherwise  provided  in 
the  invitation  for  bids,  a  bid  shall  be 
deemed  responsive  to  the  Invitation  if 
the  bid  price  is  inserted  in  the  space  al¬ 
lotted  to  such  purpose  and  any  other  re¬ 
quirements  of  the  invitation  are  met. 

9.  No  bid  shall  be  considered  wherein 
the  bidder  imposes  conditions  modify¬ 
ing  the  requirements  of  the  invitation, 
or  which  limits  his  liability,  or /which 
would  impose  any  other  condition  which 
would  give  him  an  advantage  over  other 
bidders.  However,  NFTA  may,  with  the 
approval  of  the  Administratis,  agree 
to  such  modifications  of  the  standard 
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servicing  company  contract  as  ma^  be 
necessary  or  appropriate  to  conclude  an 
agreement  in  a  piuticular  territory. 

10.  NFIA  shall  make  award  of  the  con¬ 
tract  (as  soon  as  practicable  after  open¬ 
ing  of  the  bids)  to  the  responsible  bidder 
whose  bid  conforms  to  all  of  the  essen¬ 
tial  provisions  of  the  invitation  and 
whose  price  will  be  most  advantageous. 
NFIA  may  reject  all  bids  if  it  deter¬ 
mines  that  no  otherwise  responsible  bid¬ 
der  has  bid  an  acceptable  price. 

11.  The  award  shall  be  made  by  mail¬ 
ing  to  the  successful  bidder  a  properly 
executed  award  document  or  notice  of 
award.  If  an  advance  notice  is  Issued,  it 
shall  be  followed  as  soon  as  possible  by 
a  formal  award  docmnent. 

D.  Contracting  Through  Competitive 
Negotiation.  In  any  case  where  Competi¬ 
tive  Negotiation  is  provided  for  under  the 
provisions  of  this  Agreement,  the  follow¬ 
ing  procedures  shall  be  followed: 

1.  To  the  fullest  extent  practicable. 
Competitive  Negotiation  shall  follow  the 
procMures  applicable  to  formal  advertis¬ 
ing.  At  the  minimum  all  solicitations  for 
proposal  diall  fully  describe  the  criteria 
which  will  be  utilized  for  the  evaluation 
of  responses. 

2.  Each  solicitation  for  proposal  shall 
call  for  a  response  divided  Into  two  sep¬ 
arate  i>arts.  to  wit, 

(a)  Cost  elements,  and 

(b)  All  other  relevant  elements. 

3.  NFIA  shall  evaluate  such  proposals 
first  on  the  basis  of  all  elements  other 
than  cost  and  shall  rank  them  in  the 
order  of  acceptability.  A  proposal  is  ac¬ 
ceptable  if  it  conforms  to  all  the  essen¬ 
tial  requirements  of  the  solicitation  for 
proposal 

4.  Only  after  the  foregoing  evaluation 
shall  the  price  be  considered  by  NFIA. 
Althotigh,  in  awarding  the  contract, 
NFIA  shall  accord  great  weight  to  price. 
It  is  recognized  that  there  are  cases  where 
price  is  overbalanced  by  a  proposal  which 
offers  the  greater  value  in  terms  of  per¬ 
formance. 

5.  NFIA  shall  apply  some  form  of  price 
or  cost  analysis,  where  appropriate,  in 
connection  with  Competitive  Negotiation. 
For  such  ptirposes : 

(a)  Price  Analysis  is  a  technique  for 
evaluating  prospective  price  \dthout 
evaluation  of  cost  as  separate  elements; 
for  example,  comparison  of  the  price 
quotations  submitted;  comparison  of 
prior  quotations  for  the  same  or  similar 
services  or  items;  use  of  rough  yard¬ 
sticks  such  as  published  price  lists;  com¬ 
parison  of  proposed  price  with  estimates 
Independently  developed  by  NFIA  per¬ 
sonnel. 

<b)  Cost  analysis  means  the  evalua¬ 
tion  of  separate  cost  elements  of  a  cost 
^proposal  and  of  the  judgmental  fac- 
'^tdrs  used  in  projecting  the  estimated 
cost  from  the  data  including  vertification 
of  Uie  cost  data,  the  necessity  for  certain 
costs,  and  the  basis  for  s^ocation  of 
overhead  costs. 

7.  ITie  justification  for  the  acceptance 
of  any  proposed  contract  price  or  cost 
shall  be  adequately  documented  and 
placed  In  the  contract  file  and  shall  be 
avaUable  for  inspection  by  any  interest¬ 


ed  person  for  not  less  than  six  months 
after  the  award  of  the  contract. 

E.  If,  having  fully  complied  with  the 

provisions  of  paragraph  C  above,  where 
applicable,  paragraph  D  above, 

where  applicable,  NFIA  has  been  unable 
to  obtain  a  contract  using  such  compet¬ 
itive  procedtures,  NFIA  may  award  the 
contract  after  negotiations  with  a  sole 
source  or  by  using  competitive  bidding 
by  formal  advertisement  or  competitive 
negotiation  or  a  combination  thereof. 

F.  Affiliated  Adjustment  Organiza¬ 
tions.  No  insurance  adjustment  organi¬ 
zation  which  is  part  of  or  afiUiated  with 
or  controlled  by  any  NFIA  member  in¬ 
surer  or  any  servicing  company  employee 
shall  be  employed  to  Investigate  or  ad¬ 
just  flood  insurance  claims  except  with 
the  approval  of  the  Administrator  in 
connection  wdth  a  catastrophic  event. 

G.  Requirements  Applicable  to  All 
Contracts  Let  by  NFIA.  The  following 
requirements  shall  apply  to  all  contracts 
covered  by  this  Article  let  by  NFIA: 

1.  Advance  Notice.  NFIA  shall  give 
Notice  to  the  Administrator  before  en¬ 
tering  into  any  contract.  Such  notice 
shall  be  given  to  the  Administrator  at 
least  thirty  (30)  days  in  advance  of  the 
commencement  of  any  contractor  se¬ 
lection  process  except  that  less  than 
thirty  (30)  days’  notice  may  be  given 
in  the  case  of  emergencies  and  in  the 
normal  acquisition  of  ofBce  supplies  and 
equipment  in  amoimts  less  than  $25,000, 
in  which  cases  such  notice  shall given 
as  reasonably  expeditiously  as  possible. 
The  Notice  shall  include: 

(a)  A  copy  of  the  proposed  contract; 
ib)  A  brief  description  of  the  supplies 
or  services  called  for  by  the  contract; 

(c)  Identification  of  the  method  of 
contractor  selection  to  be  \ised. 

2.  Contracts  to  be  in  Writing.  All  con¬ 
tracts  covered  by  this  Article  shall  be  in 
writing  and  shall  be  diily  executed  by 
NFIA  and  by  the  other  contracting  party, 
except  as  expressly  provided  herein. 

3.  Extensions  and  Modifications.  In 
general,  new  contracts  shall  be  let  in  ac¬ 
cordance  with  the  requirements  of  this 
Article,  and  extensions  of  existing  con¬ 
tracts  or  modifications  of  existing  con¬ 
tracts  shall  not  be  utlized  in  lieu  of 
letting  new  contracts.  Extensions  or 
modifications  of  contracts  for  puropses 
other  than  to  avoid  letting  a  new  con¬ 
tract  are  permissible,  provided  that  NFIA 
gives  the  Administrator  30  days’  advance 
written  notice  of  its  intention  to  execute 
an  extension  or  amendment  to  effect  a 
modification. 

4.  No  Third  Party  Rights.  The  provi¬ 
sions  of  this  Article  relating  to  the  selec¬ 
tion  of  servicing  companies  and  other 
contractors  shall  not  be  construed  as  pro¬ 
visions  for  the  benefit  of  any  potential 
bidder  or  contractor  or  any  other  p^on 
or  company  not  a  party  to  this  /^tee- 
ment,  and  shall  not  give  rise  to  any  rights 
on  behalf  of  third  parties  against  NFIA 
or  the  Administrator  by  reason  of  waiver 
or  violation  of  such  provisions  by  either 
party  or  otherwise. 

5.  No  Use  of  Federal  Procuremeni 
Regulations.  No  provision  of  this  Article 
shall  be  construed  as  a  reference  to  or 


adoption  or  incorporatkm  (A  any  rule, 
practice,  procedure,  term  or  definitl<m 
contained  In  the  Federal  Procurement 
Regulations. 

6.  'Disallowance  of  Expenses  Where 
Contract  is  Let  in  Material  Violation  of 
This  Article. 

(a)  Any  expenses  incurred  pursuant  to 
a  contract  let  by  NFIA  in  material  viola¬ 
tion  of  the  provisions  of  this  Article,  or 
any  expenses  incurred  to  procure  goods 
or  services  without  a  contract  which 
should  have  been  procured  by  contract 
let  in  accordance  with  this  Article,  shall 
not  be  subject  to  any  cost-sharing  or 
other  reimbursement  by  the  Federal  gov¬ 
ernment  imless  determined  otherwise  by 
the  Administrator. 

(b)  This  paragraph  G-6  shall  apply 
only  to  contracts  let  by  NFIA  under  this 
Article  after  the  effective  date  of  this 
Agreement. 

(c)  This  paragraph  G-6  shall  be  sub¬ 
ject  to  the  consultation  provisions  of 
.Article  VA. 

H.  NFIA  Operational  Responsibility. 
NFIA  shall  have  the  (^lerational  respon¬ 
sibility  for  the  letting  of  contracts  as 
provided  in  this  Article,  the  day-to-day 
administration  of  such  contracts;  and 
responsibility  over  termination  of  such 
contracts  consistent  with  the  provisions 
of  Article  XVI  hereof.  NFIA’s  contract¬ 
ing  shall  be  subject  to  monitoring  by  the 
Administrator  to  assure  compliance  with 
the  procedures  set  forth  in  this  Article, 
and  the  provisions  of  Articles  X  and  XIT 

Article  IX.  Cwnputer  systems. 

A.  General.  This  Article  applies  to  all 
computer  systems  (“Computer  System”) 
which  are  or  may  be  utilized  by  NFIA,  in 
carrying  out  its  obligations  under  this 
Agreement,  in  connection  wdth  map  dis¬ 
tribution,  flood  insurance  policy  'writing, 
billing  and  processing,  and  other  services 
to  be  provided  by  NFIA  under  this  Agree¬ 
ment.  For  purposes  of  this  Article,  the 
term  Computer  System  shall  mean  all 
elements  (except  personnel)  used  by 
NFIA  for  the  (^rations  of  such  system, 
including:  computer  programs,  operating 
manuals  and  instructions,  all  other  docu¬ 
mentation  developed  for  or  specifically 
relating  to  NFIA’s  information  process¬ 
ing,  problem  logs  on  operational  problems 
with  'software  or  hardware,  all  NFIA 
source  documents,  records,  stored  data, 
operational  diagnoses  or  cure  of  problMns 
or  “bugs,”  all  development  materials, 
program  listings,  historical  files,  file  and 
table  limits,  error  messages,  and  other 
materials  relating  to  retention  and  stor¬ 
age,  data  collection  and  consolidation, 
validity  editing  of  data,  premium  pay¬ 
ments,  calculation  of  agents’  commis¬ 
sions,  refunding  of  policyholder  pre¬ 
miums,  preparation  of  agents’  checks 
and  statements,  accounting  for  losses, 
preparation  of  checks  for  policyholder 
refunds  and  general  checks,  general 
ledger  accoimting,  and  the  furnishing  of 
printed  reports,  whether  on  paper,  micro¬ 
film,  magnetic  tape,  disc,  or  other 
medium.  The  term  Computer  System 
shall  also  be  deemed  to  include  any  addi¬ 
tions,  ^ahancements,  improvements  or 
modifications  thereto. 

B.  Modifications.  Upon  ccmsultatlon 
as  provided  in  Article  V.A.,  the  Admlnis- 
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trator  may  direct  NFIA  to  modify  the 
Computer  System  for  the  purpose  of  en¬ 
abling  the  Administrator  to  fulfill  the 
Administrator’s  obligations  under  this 
Agreement,  the  Act  or  related  l^islation. 

C.  Ownership.  Operation,  Use,  Trans¬ 
fer.  1.  The  Computer  System  shall  be 
owned  by  both  NFIA  and  the  Adminis¬ 
trator. 

2.  The  Administrator  shall,  during 
normal  business  hours  and  without 
undue  interruption  of  Computer  System 
operations,  have  access  to  toe  Computer 
System  for  inspection  thereof.  Upon  re¬ 
quest  of  toe  Administrator,  NFIA  shall 
provide  toe  Administrator  a  copy  of  the 
Computer  System  or  any  part  thereof. 
During  the  term  of  this  A^eement,  toe 
Computer  System  shall  be  utilized  solely 
for  toe  purposes  of  toe  National  Flood 
Insurance  Program.  NFIA  shall  at  all 
times  during  toe  term  of  toe  Agreement 
adequately  store  and  protect  the  Com¬ 
puter  System. 

3.  Upon  the  termination  of  this  Agree¬ 
ment,  without  payment  to  toe  other 
party  or  any  other  restrlctlCHi,  each  party 
hereto  may  use  any  part  of  toe  Com¬ 
puter  System  without  limitation,  whether 
for  such  party’s  own  independent  use, 
assignment  or  transfer  to  any  third 
party,  or  other  use.  Upon  terminati<m  of 
this  Agreement,  NFIA  shall  provide  to 
toe  Administrator  a  copy  of  toe  Com¬ 
puter  System,  in  whole  or  in  part,  as  toe 
Administrator  may  request. 

4.  During  toe  term  and  after  termina¬ 
tion  of  this  Agreement,  without  payment 
to  toe  other  party  or  smy  other  restric¬ 
tion,  each  party  hereto  may  use,  without 
limitation,  any  ideas,  discoveries,  tech¬ 
nological  inventions  or  any  similar 
things  of  value  generated  or  devel(H>ed 
through  toe  implementation  and  use  of 
toe  Computer  System,  whether  for  such 
party’s  own  independent  use,  assignment 
or  transfer  to  any  third  party,  or  other 
use. 

D.  Reports,  NFIA  shall  provide  the 
Administrator  from  time  to  time  such 
Computer  System  reports  as  toe  Admin¬ 
istrator  may  reasonably  request,  and  all 
other  reports  routinely  generated  by  the 
Computer  System,  including  copies  of 
any  reports  received  by  NFIA  upon 
NFTA’s  request  made  to  any  contractor 
operating  a  Computer  System  under 
NFTA’s  direction  and  control. 

Article  X.  Financial  records,  audits, 
and  reports. 

A.  Records  and,  Audits.  NFIA  shall 
keep  and  shall  by  contract  require  its 
contractors  to  keep,  such  records  as  may 
be  prescribed  by  toe  Administrator  in 
writing  to  NFIA,  including  recOTds  which 
fully  disclose  the  total  cost  of  the  pro¬ 
gram  imdeftaken  or  services  being  ren¬ 
dered  and  such  other  records  as  will  fa¬ 
cilitate  an  effective  audit  of  NFTA’s  per¬ 
formance  under  this  Agreement.  Such 
records  shall  include,  but  are  not  limited 
to,  flood  insurance  policy  issuance  rec¬ 
ords,  books  of  accoimt,  personnel  re- 
mimeration  records  and  position  de¬ 
scriptions,  organization  structure  rec¬ 
ords,  personnel  travel  approval  and 
standards  for  reimbursement  of  em¬ 
ployee  travel  expenses,  and  open  and 


closed  claim  flies.  Such  records  shall  be 
retained  for  three  years  after  the  final 
adjustment  pertaining  to  the  accounting 
p)eriod  covered  thereby  or  such  longer 
time  as  may  be  prescribed  by  toe  Admin¬ 
istrator  prior  to  the  expiration  of  the 
three-year  period.  The  Secretary,  toe 
Administrator,  and  the  Comptroller 
General  of  the  United  States,  or  any 
other  duly  authorized  Federal  officials 
shall  have  access  to  such  records  for  toe 
purpose  of  audit  and  examination  at  toe 
place  where  toe  records  are  maintained. 
Nothing  in  this  paragraph  shall  be  con¬ 
strued  as  a  waiver  of  any  attorney-client 
privilege  which  NFIA  may  have  in  con¬ 
nection  with  NFIA’s  writt^  or  oral  com¬ 
munications  with,  or  documents  pre¬ 
pared  by,  for  or  at  toe  request  of,  at¬ 
torneys  employed  or  retained  by  NFIA. 

B.  Reports  of  NFIA.  NFIA  shall  make 
periodic  reports  to  the  Administrator  not 
less  oft«i  than  quarterly  indicating  (1) 
the  financial  condition  of  toe  pool,  (2) 
toe  estimated  amoimt  of  Insurance  in 
force,  (3)  toe  status  of  policyholder  pre¬ 
miums  collected  and  toe  investment  in¬ 
come  thereon,  currently  held  by  NFIA, 
(4)  all  distributions  of  fimds  to,  and  fi¬ 
nancial  transactions  with,  NFIA  m^- 
bers,  and  (5)  such  other  information  as 
toe  Administrator  may  reasonably  spec¬ 
ify. 

C.  NFIA  Manuals.  NFIA  shall  include 
in  its  manuals  for  Insurance  agents, 
brokers,  and  adjusters  such  provisions  as 
may  be  necessary  to  facilitate  an  effec¬ 
tive  audit  of  toe  total  cost  of  toe  pro¬ 
gram  undertaken  and  toe  services  being 
rendered. 

Article  XI.  Promotional  material. 

A.  Approval  by  the  Administrator. 
NFIA  shall  submit  to  toe  Administrator 
before  final  printing  a  draft  of  each  item 
of  promotional  material  prepared  by 
NFIA.  In  preparing  its  final  version  of 
such  material  NFIA  shall,  subject  to  the 
provisions  of  paragraph  C, 

1.  Take  into  account  all  comments 
made  with  respect  to  the  material  by 
the  Administrator, 

2.  Comply  with  all  changes  of  a  tech¬ 
nical  nature  made  with  respect  to  the 
material  by  toe  Administrator,  and 

3.  Exclude  from  toe  material  any  por¬ 
tion  thereof  disapproved  by  the  Admin¬ 
istrator  in  writing  on  toe  ground  that  it 
advocates  a  politicsJ  position, 

provided  that  the  Administrator’s  com¬ 
ments,  changes,  or  exclusions  are  re¬ 
ceived  by  NFIA  within  15  calendar  days 
after  actual  receipt  of  toe  material  by 
toe  Administrator  for  review. 

B.  Definition  of  Promotional  Material. 
“Promotional  materials’’  is  all  material, 
whether  in  print,  on  film,  slide,  or  other 
medium,  prepaid  for  wide  distribution 
for  the  purpose  of : 

1.  Soliciting  flood  Insurance  pur¬ 
chases, 

2.  Educating  interested  persons,  in¬ 
cluding  insurance  agents,  lending  insti¬ 
tutions,  insurance  adjusters  or  compa¬ 
nies,  with  respect  to  their  participation 
in  the  National  Flood  Insurance  Pro¬ 
gram,  or 

3.  Providing  general  Informational 
material  to  members  of  the  public  about 


toe  National  Flood  Insurance  Program 
or  its  history. 

Promotional  material  does  not  include 
any  form  of  commimication  solely  with 
members  of  NFIA. 

C.  Limitations.  Nothing  in  paragraph 
A  shall; 

1.  Prevent  NFIA  from  printing  and 
distributing  in  its  own  name  or  in  the 
nameis)  of  one  or  more  of  its  members 
any  material,  whether  of  a  political  na¬ 
ture  or  otherwise,  provided  that  the  ex¬ 
pense  of  printing  and  distributing  the 
material  is  not  paid  out  of  policyholder 
premiums  and  is  not  subject  to  toe  cost- 
sharing  provisions  of  Article  IV  of  this 
Agreement; 

2.  Be  construed  as  a  waiver  by  NFIA 
or  any  of  its  members  of  toe  right  to 
free  expression  guaranteed  imder  the 
First  Amendment  of  the  Constitution  of 
toe  United  States. 

Article  Xn.  Equal  opportunity.  During 
toe  performance  of  this  contract,  NFIA 
agrees  as  follows: 

A.  NFIA  will  not  discriminate  against 
any  employee  or  applicant  for  employ¬ 
ment  because  of  race,  color,  religicm,  sex, 
or  national  origin.  NFIA  will  take  affirm¬ 
ative  action  to  ensfire  that  applicants 
are  employed,  and  that  employees  are 
treated  during  employment,  without  re¬ 
gard  to  their  race,  color,  religion,  sex,  or 
national  origin.  Such  action  shall  include, 
but  not  be  limited  to,  the  following: 
Employment,  upgrading,  demotion,  or 
transfer;  recruitment  or  recruitment  ad¬ 
vertising;  layoff  or  termination;  rates  of 
pay  or  other  forms  of  compensaticm;  and 
selecticm  for  training,  including  appren¬ 
ticeship.  NFIA  agrees  to  post  in  conspic¬ 
uous  places,  available  to  employees  and 
applicants  for  employment,  notices  to  be 
provided  by  the  Administrator  setting 
forth  toe  provisions  of  this  Equal  Oppor¬ 
tunity  clause. 

B.  NFIA  will,  in  all  solicitations  or 
advertisements  for  employees  placed  by 
or  on  behalf  of  NFIA,  state  that  all  quali¬ 
fied  applicants  will  receive  consideration 
for  emplo3Tnent  without  regard  to  race, 
color,  religion,  sex,  or  national  origin. 

C.  NFIA  will  send  to  each  labor  imion 
or  representative  of  workers  with  which 
NFIA  has  a  collective  bargaining  agree¬ 
ment  or  other  contract  or  imderstanding. 
a  notice,  to  be  provided  by  toe  Adminis¬ 
trator,  advising  toe  labor  union  or  work¬ 
ers’  representative  of  NFIA’s  commit¬ 
ments  imder  this  Equal  Opportunity 
clause,  and  shall  post  copies  of  the  no¬ 
tice  in  conspicuous  places  available  to 
emi)loyees  and  applicants  for  employ¬ 
ment. 

D.  NFIA  will  comply  with  all  provi¬ 
sions  of  Executive  Order  11246  of  Sep¬ 
tember  24,  1965,  and  of  toe  rules,  regu¬ 
lations,  and  relevant  orders  of  the 
Secretary  of  Labor. 

E.  NFIA  will  furnish  all  information 
and  reports  required  by  Fbcecutive  Order 
No.  11246  of  September  24,  1965,  and  by 
the  rules,  regvilatlons,  and  orders  of  toe 
Secretary  of  Labor,  or  pursuant  thereto, 
and  will  permit  access  to  his  books,  rec¬ 
ords,  and  accounts  by  toe  contracting 
agency  and  the  Secretary  of  Labor  for 
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purposes  of  investigation  to  ascertain 
compliance  with  such  rules,  regulations, 
and  orders. 

P.  In  the  event  of  NPIA’s  noncompli¬ 
ance  with  the  Equal  Opportunity  clause 
of  this  contract  or  with  any  of  the  said 
rules,  regulations,  or  orders,  this  contract 
may  be  cancelled,  terminated,  or  sus¬ 
pended,  in  w'hole  or  in  part,  and  NPIA 
may  be  declared  ineligible  for  further 
Government  contracts  in  accordance 
with  procedures  authorized  in  Executive 
Order  No.  11246  of  September  24,  1965, 
and  such  other  sanctions  may  be  im¬ 
posed  and  remedies  invoked  as  provided 
in  Executive  Order  No.  11246  of  Septem¬ 
ber  24,  1965,  or  by  rule,  regulation  or 
order  of  the  Secretary  of  Labor,  or  as 
otherwise  provided  by  law. 

G.  NPIA  will  include  the  provisions  of 
paragraphs  (a)  through  (g)  in  every 
contract  or  purchase  order  iinless  ex¬ 
empted  by  rules,  regulations,  or  orders 
of  the  Secretary  of  Labor  Issued  pursu¬ 
ant  to  section  204  of  Executive  Order 
No.  11246  of  September  24,  1965,  sub¬ 
stituting  the  word  “Ccmtractor”  for  the 
word  “NPIA”  in  each  such  provision  so 
that  such  provisions  will  be  binding  up<m 
each  contractor  or  vendor.  NPIA  win 
take  such  action  with  respect  to  any 
contract  or  purchase  order  as  the  con¬ 
tracting  agency  may  direct  as  a  means 
ot  enforcing  such  provisions.  Including 
sanctions  for  noncompliance;  Provided, 
however.  That  in  the  event  NPIA  be¬ 
comes  Involved  in,  or  is  threatened  with, 
litigation  with  a  contractor  or  vendor  as 
a  result  of  such  direction  by  the  con¬ 
tracting  agency,  NPIA  may  request  the 
United  States  to  enter  into  such  litiga¬ 
tion  to  protect  the  Interests  of  the 
United  States. 

H.  Civil  Rights  Act  of  1964.  NPIA 
acknowledges  that  this  Agreement  and 
all  flood  insurance  provided  hereunder 
is  subject  to  the  provisions  of  Title  VI 
of  the  Civil  Rights  Act  of  1964  and  to  the 
applicable  Pederal  regulations  issued  and 
requirements  established  pursuant  there¬ 
to,  and  agrees  that  NPIA  shall  not  ex¬ 
clude  any  person  or  organization  from 
participation  in  the  program  authorized 
by  the  Act  or  otherwise  subject  any  per¬ 
son  or  organization  to  discrimination 
under  the  program,  on  the  basis  of  sex, 
shall  refer  to  the  Administrator  for  ap- 
race,  color,  or  national  origin.  NPIA 
proprlate  action  any  complaint  or  in¬ 
formation  concerning  the  existence  of 
any  such  imlawful  discrimination  in  any 
manner  within  the  purview  of  this 
Agreement. 

Article  xm.  Construction.  This  Agree¬ 
ment  shall  be  construed,  interpreted, 
and  the  rights  of  the  parties  determined, 
in  accordance  with  the  law  of  contracts 
of  the  District  of  Columbia. 

Article  XIV.  Amendments.  This  Agree¬ 
ment,  including  exhibits  hereto,  sets 
forth  the  entire  understanding  and 
agreement  of  the  parties.  All  amend¬ 
ments  hereto  or  modiflcati<ms  hereof,  to 
be  binding  on  the  parties,  must  be  in 
writing  duly  executed  by  both  ptuides. 

Article  XV.  Term.  This  Agreement 
shall  bec(Hne  effective  as  of  and  shall  re¬ 
main  in  effect  for  a  minimum  of  one  full 


accounting  period  thereafter,  and,  un- 
less  terminated  as  provided  in  Article 
XVI  shall  be  considered  to  have  been 
renewed  annually  thereafter  as  of  the 
first  day  of  the  succeeding  accounting 
period. 

Article  XVI.  Termination  and  transfer. 

A.  Termination  at  End  of  Accounting 
Period.  Unless  earlier  terminated  by  ex¬ 
piration  of  its  authorization  under  the 
Act,  this  Agreement  may  be  terminated 
by  either  party  by  giving  written  notice 
to  the  other  on  or  before  the  last  day 
of  the  seventh  month  of  any  accounting 
period.  Such  termination  shall  not  be¬ 
come  effective  until  the  end  of  the  ac¬ 
counting  period  during  which  written 
termination  notice  is  given. 

B.  Termination  by  Conversion  to  Part 
B  of  the  Act.  This  Agreement  may  be 
terminated  by  either  party  at  any  time 
concmrently  with  the  implementation  of 
Part  B  of  Chapter  n  of  the  Act 

C.  Termination  for  Material  Breach. 
Either  party  may  terminate  this  Agree¬ 
ment  upon  the  commission  of  a  matertal 
breach  thereof  by  the  other  party,  pro¬ 
vided  that,  prior  to  such  termination, 
the  party  asserting  a  material  breach 
must  give  written  notice  of  such  asser¬ 
tion  to  the  other  party,  and  give  such 
other  party  a  reasonable  time,  not  less 
than  30  days,  to  cure  such  asserted 
breach.  The  consultation  provisions  of 
Article  V  shall  apply  in  connection  with 
all  such  assertions  of  material  breach. 
Upon  termination  of  this  Agreement  by 
either  party  vmder  this  Paragraph  C,  the 
other  party  shall  retain  all  rights  at  law 
or  in  equity  to  seek  damages  or  other 
relief  against  the  first  party  for  an  mi- 
justified  termination  or  otherwise.  The 
termination  date  for  a  termination  tmder 
this  Paragraph  C  must  be  specified  in 
the  notice  of  asserted  breach,  and  shall 
not  be  less  than  30  days  or  more  than 
90  days  after  Ihe  date  of  such  notice. 

D.  Transfer  Upon  Termination.  Effec¬ 
tive  upon  the  termination  date  of  this 
Agreement  under  any  provision  of  this 
Article  XVI: 

1.  Policies.  NPIA  will  assi£m  and  the 
Administrator  will  assume,  aU  of  NFIA’s 
rights  and  obligations  pursuant  to  or 
in  connection  with  all  policies  of  flood 
insurance  issued  by  NFIA  at  any  time 
tmder  the  prc^ram. 

2.  Computer  Systems.  NFIA  will  as¬ 
sign,  and  the  Administrator  will  assume, 
all  of  NFIA’s  right,  title  and  interest  in, 
and  obligations  tmder  leases  and  con¬ 
tracts  for,  any  computer  mainframe, 
data  entry  equipment,  microfllm  equip¬ 
ment  or  other  Computer  System  equip¬ 
ment. 

3.  Policy  and  Claims  Files.  NFIA  shall 
deliver  to  the  Administrator  all  policy 
and  claims  flies  in  NFIA’s  possession  in 
the  form  maintained  by  NFIA;  provided, 
however,  that  the  Administrator  shall 
grant  NFIA  continued  access  to  such  flies 
during  normal  business  hours  for  the 
purpose  of  preparing  or  defending  any 
claim  or  litls^on. 

4.  Other  Program  Materials.  NFIA 
shall  transfer  to  the  Administrator  all 
promotional  materials,  flood  insurance 
manuals,  and  similar  materials  dissemi¬ 


nated  to  agents,  servicing  companies, 
independent  adjustment  organizations 
and  the  general  public;  provided,  how¬ 
ever,  that  NFIA  shall  be  entitled  to  retain 
a  reasonable  number  of  copies  of.  such 
materials  for  its  owm  records  and  for 
such  future  use,  without  limitation,  as 
NFIA  or  any  of  its  members  may 
determine. 

5.  Leases  and  Other  Contracts.  NFIA 
will  assign,  and  the  Administrator  will 
assume,  all  of  NFIA’s  rights  and  obliga¬ 
tions  arising  out  of  or  under  any  lease 
for  real  or  personal  property  or  any 
contract  for  services  or  supplies  relating 
to  NFIA’s  performance  under  this  Agree¬ 
ment.  The  Administrator  acknowledges, 
however,  that  servicing  ccanpanies, 
under  the  standard  servicing  agreement 
attached  hereto  as  Exhibit  may  termi¬ 
nate  such  contract  as  provided  therein. 

E.  Cooperation  During  Transition.  In 
the  event  of  a  termination  under  this 
Article,  the  parties  agree  to  co<H>erate 
with  each  other  to  effect  orderly  trans¬ 
fers  as  contemplated  by  Paragraph  D 
above.  During  Uie  transition  period  be¬ 
tween  the  date  of  any  notice  of  termina¬ 
tion  and  the  termination  date  NFIA  shall 
provide  all  reas(Hiable  assistance  to  the 
Administrator  in  connection  with  the 
trtuosfer  of  the  Computer  Syston  to  per¬ 
mit  the  Administrator  to  assiune  opera¬ 
tional  responsibility  therefor  without 
undue  interruption  of  computer  services. 

Article  XVII.  Attendance  at  program 
meetings.  On  reasonable  notice  from  the 
Administrator  or  FIA’s  flood  insurance 
specialists  NFIA  shall  participate,  and 
cause  its  servicing  companies  to  par¬ 
ticipate,  at  commimlty  and  other  pro¬ 
gram  meetings  convened  by  the  Admin¬ 
istrator  and/or  FIAs  flood  insurance 
specialists.  NPIA  shall  notify  the  Admin¬ 
istrator  of,  and  invite  his  repres«itative 
to  attend,  public  meetings  held  by  NFIA, 
including  but  not  limited  to  seminars  and 
brieflngs  for  insurance  agents,  brokers, 
adjustment  organizations,  and  servicing 
companies.  The  Administrator  shall 
notify  NFIA  of,  and  invite  NFIA’s  repre¬ 
sentatives  to  attend,  all  public  meetings 
of  any  nature  convened  by  the  Adminis¬ 
trator  or  his  designate  relating  to  the 
National  Flood  Insurance  Program. 

Article  XVm.  Toll  free  telephones. 
NPIA  shall  require  in  servicing  company 
contracts  for  those  jurisdictions  set  forth 
in  Exhibit  C  that  the  servicing  ccunpany 
install,  staff  and  maintain  a  toll  free 
tel^hone  for  each  servicing  territory  for 
the  benefit  and  use  of  the  general  public 
during  normal  business  hours.  For  all 
other  servicing  territories  NPTA  shall  in¬ 
stall  a  single  centralized  toll  free  tele¬ 
phone  for  the  same  purposes  and  times. 
During  evenings,  weekends,  and  legal 
holidays,  such  lines  may  be  operated  by 
means  of  a  message  recording  service. 
NFIA  or  its  servicing  ctxnpany  shall  re¬ 
spond  to  recorded  messages  no  later 
than  the  close  of  business  on  the  next 
business  day  following  receipt  of  the 
message. 

Article  XIX.  Notice  to  policyholders. 
NFIA  shall  provide  a  notice  at  the  time 
each  flood  Insurance  pdlcy  is  issued  or 
renewed  that  advises  the  policyholder  of 
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(1)  the  availability  of  the  toll  free  tele¬ 
phone  services  provided  in  Article  XVm. 

(2)  the  name  of  the  appropriate  servicing 
company,  (3)  the  address  of  the  Admin¬ 
istrator,  (4)  the  Administrator’s  toll  free 
telephone  service,  and  (5>  the  Adminis¬ 
trator’s  invitation  to  submit  inquiries, 
complaints,  or  suggestions  relating  to  the 
National  Flood  Insurance  Program. 

Article  XX.  Assignment,  notices  and 
time  periods. 

A.  The  terms  of  this  Agreement  shall 
extend  to  the  benefit  of,  and  be  binding 
upon,  the  Secretary,  the  Administrator, 
and  NFIA  and  their  successors  and  as¬ 
signs.  This  Agreement  shall  not  be  as¬ 
signed  by  NFIA  without  the  express 
written  consent  of  the  Administrator. 

B.  Any  notice  required  to  be  given  or 
made  hereunder  shall  be  deemed  prop¬ 
erly  given  if  personally  delivered  or 
mailed,  postage  prepaid,  return  receipt 
requested,  to  the  address  specified  below : 

ntoNFIA; 

Chairman,  Executive  Committee,  NFIA,  1755 

S.  Jefferson  Davis  Highway,  Arlington,  Vir¬ 
ginia  22202. 

If  to  the  Administrator: 

Federal  Insurance  Administrator,  451  Sev¬ 
enth  Street,  Washington,  D.C.  20410. 

C.  Time  periods  specified  in  this  Agree¬ 
ment  shall,  unless  otherwise  specified,  be 
calculated  in  calendar  days,  and  shall  be 
calculated  by  including  the  day  on  which 
an  event  occurs  which  causes  the  com¬ 
mencement  of  the  time  period. 

Exhibit  A 

States  with  5.000  or  More  Policies  as  of 
October  31, 1976: 

1.  Florida  15.  Massachusetts 

2.  Louisiana  16.  Puerto  Rico 

3.  Texas  -  '  17.  Maryland 

4.  New  Jersey  18.  Ohio 

5.  California  19.  Missouri 

6.  Pennsylvania  20.  Connecticut 

7.  New  Tork  21.  Oklahoma 

8.  Mississippi  22.  Alabama 

9.  Illinois  23.  Washington 

10.  Virginia  '  24.  North  Dakota 

11.  Arizona  25.  Georgia 

12.  North  Carolina  26.  Rhode  Island 

13.  South  Carolina  27.  Kentucky 

14.  Michigan 

Exhibit  B 

FORM  OF  FREAMBLX  TO  FEDERAL  REGISTER 
PUBLICATION  OP  CLARIFICATIOH 

This  Notice  Is  published  for  the  purpose  of 
clarifying  provisions  In  the  Standard  Flood 
Insurance  Policy  under  the  National  Flood 
Insurance  Program  which  relate  to  (state 


subject  matter  of  Clarification  1 .  In  adjust¬ 
ing  and  settling  claims  under  the  Standard 
Flood  Insurance  Policy,  a  question  has  arisen 
as  to  whether  these  provisions  permit  (state 
issue  involved  in  Clarification  ] .  The  Adminis¬ 
trator  had  determined  that  [  (. 

The  Administrator  has  proposed  to  the 
National  Flood  Insurers  Association  that  the 
Administrator’s  position  on  this  matter  be 
issued  as  a  formal  Interpretation  of  the 
Standard  Flood  Insurance  Policy.  The  Na¬ 
tional  Flood  Insurers  Association,  however, 
has  advised  the  Administrator  that  insur¬ 
ance  policies  which  are  not  related  to  the 
National  Flood  Insurance  Program  contain 
provisions  identical  or  similar  to  those  pro¬ 
visions  of  the  S*tandard  Flood  Insurance 
Policy  which  are  the  subject  of  this  Notice. 
The  National  Flood  Insurers  AaeiDclation  has 
therefore  requested  that  in  order  to  avoid 
unintended  complications  in  the  interpreta¬ 
tion  of  such  imrelated  policies,  the  language 
of  the  Standard  Flood  Insurance  Policy  be 
revised  in  order  to  clarify  the  Intent  of  the 
Standard  Flood  Insurance  Policy.  The  Stand- 
and  Flood  Insurance  Policy  is  therefore  re¬ 
vised  as  set  forth  below. 

The  Clarification  indicated  above  does  not 
effect  a  change  in  existing  coverage  under 
the  Standard  Flopd  Insurance  Policy,  but  re¬ 
flects  the  Administrator’s  Interpretation  of 
coverage  under  that  Policy  as  it  presently 
exists.  Accordingly,  in  adjusting  and  settling 
claims  under  the  Standard  Flood  Insurance 
Policy,  the  National  Flood  Insurers  Associa¬ 
tion  has  agreed  to  Implement  the  above  Clari¬ 
fication  by  [description  of  implementation]. 

Exhibit  C 

SERVICING  COMPANIES  GETTING  TOLL  FREE  LINES 


Servicing  company  Territory 

Travelers  Insurance*.—  Florida 
Aetna  Technical  Serv- 

,  ice  _  Louisiana 

St.  Paul  Fire  &  Marine _  Texas 

Great  American _  New  Jersey,  New 

York 

Fireman’s  Fund _  California 

General  Accident _  Pennsylvania. 

Delaware 

Travelers  Insurance _  Mississippi 

State  Farm _ _  Illinois 

IJJ.A. . . . .  Virginia.  Dis¬ 

trict  of  Co¬ 
lumbia 

Aetna  Technical  Serv¬ 
ices -  Arizona  \ 

Kemper  Insurance.’ _  North  Carolina 

IJTA _ _ _  Michigan 

Hartford  Insurance _ Alabtuna,  Geor- 

gla 

Maryland  Casualty _  South  Carolina^ 

UJ5J.  &  G.  Co.* _  Maryland 

Commercial  Union  * _  Maine 


*  Company  had  toll-free  line  Installed  la 
July,  1976  as  part  of  NFIA  feasibility  study. 

[FR  Doc.77-2516  FUed  1-25-77:3:41  pm] 
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